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INTRODUCTION 


One  of  the  most  fundamental  changes  that  has  occurred  in 
American  political  life  in  the  last  few  years  is  that  which  has 
served  to  re-emnhasize  the  importance  of  the  municipality  in  our 
machinery  of  government.  Attention  during  this  period  has  been 
directed  to  city  and  town  problems  and  to  the  organization  and 
efficiency  of  local  governments,  where  previously  these  were  quite 
completely  ignored.  Various  devices  have  been  proposed  as  improve 
ments  in  the  administration  of  local  affairs  and  changes  have 
been  suggested  in  the  very  form  under  which  these  administrations 
operate.  The  City  Manager  has  emerged,  as  has  proportional  rep- 
resentation on  the  city  scale.  Greatest  impetus  came  as  a re- 
sult of  the  economic  catastrophe  of  1929,  when  a re-examination 
of  all  such  issues  seemed  in  order.  Indeed,  the  problem  is  at 
heart  economic.  Of  course,  with  the  entrance  of  war  upon  the  in- 
ternational scene  the  nation  has  almost  completely  over-shadowed 
both  city  and  state  in  the  public  mind,  but  it  does  seem  that 
with  a return  to  normalcy  in  world  affairs  the  pre-war  trend  will 
be  continued.  Certainly,  the  city  has  of  late  eclipsed  the  state. 
It  seems  safe  to  predict  that  in  the  years  ahead,  therefore, 
municipal  administration  will  be  perfected  and  will  come  to  rely 
more  and  more  upon  science  in  solving  many  of  its  problems. 

Certainly  there  is  no  governmental  unit  that  so  closely  or 
so  intimately  touches  the  individual  in  his  every-day  life.  The 
city  safeguards  the  citizen’s  physical  well-being,  not  only  by 
guaranteeing  him  police  and  fire  protection  but  also  through  its 
many  controls  over  health  and  sanitation,  and  either  provides 
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him  with  or  regulates  the  services  that  have  become  so  essential 
to  his  mode  of  living.  It  often  supervises  the  conditions  under 
which  he  is  born,  registers  his  birth,  is  the  principal  provider 
of  his  primary  and  secondary  education,  maintains  recreational 
and  cultural  facilities  for  him,  either  marries  him  or  formally 
takes  note  that  he  may  and  has,  guarantees  his  right  to  a life 
unplagued  by  the  interference  of  others,  and  finally  concerns  it- 
self with  the  circumstances  of  his  death  and  burial.  All  these 
services  have  come  to  be  expected  and  unconsciously  taken  for 
granted.  There  is  no  government  that  so  directly  or  so  often 
affects  the  average  citizen,  and  yet  none  that  he  has  the  tendency 
to  ignore  so  completely. 

Since  the  turn  of  the  century — even  more  particularly  since 
the  beginning  of  the  present  decade--we  have  witnessed  a marked 
reversal  in  social  and  political  philosophies  on  the  part  of  our 
municipalities.  The  city  in  1900  or  thereabouts,  made  the  same 
decision  that  the  federal  government  has  made  much  more  recently, 
but  of  course  did  it  on  a much  smaller  scale.  At  that  time, 
called  the  "demarcation  line"  in  municipal  history,  it  entered 
upon  an  era  of  generous  spending,  ostensibly  in  the  public  welfare, 

which  was  quite  unlike  anything  that  had  been  done  in  this  line 

(1) 

before.  The  services  that  we  now  associate  with  city  expendi- 
tures made  their  entree  during  this  period,  and  the  view  has  been 
clung  to  since  that  time  that  a municipality  should  be  judged  not 
alone  by  the  level  of  its  tax  rate  or  the  amount  of  its  long-term 
borrowing,  but  by  the  value  of  the  services  it  thus  provides  in 


(l)  Neff,  F.A.,  Municipal  Finance,  Wichita,  Kansas,  1939,  p6 
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relation  to  their  cost.  This  follows  from  the  doctrine  of 
"collectivism"  in  government,  where  the  organism  presumably  recog- 
nizes the  social  responsibilities  of  its  position  and  acts 
accordingly. 

During  the  four  decades  since  that  time  the  municipality 
has  generally  proceeded  upon  a hit-or-miss  or  "pluck-the-goose- 
until- it -squawks"  policy  in  financing  these  services,  as  perhaps 
has  all  government.  It  was  an  era  of  experimentation  for  the 
most  part,  of  finding  new  sources  of  income  to  pay  for  the  ever- 
increasing  list  of  indispensable  services  that  the  city  was  called 
upon  to  perform.  _>ome  of  the  steps  taken  were  successful;  others 
would  better  have  been  left  untried.  It  is  in  the  light  of  these 
experiences  that  present  municipal  problems  should  be  solved. 

Since  the  New  Deal  and  the  assumption  of  the  principle  of 
"social  responsibility"  by  virtually  all  government,  another  fac- 
tor of  special  significance  has  entered  the  municipal  field — 
federal  and  state  financing  of  local  expenditures  and  the  exter- 
nal regulation  and  control  of  those  functions  that  usually  accom- 
panies this.  Monetary  grants  and  technical  aid  given  particularly 
by  the  federal  government  illustrate  a trend  that  has  long  been 
apparent  in  government  here  and  merely  accelerate  what  many  fear 
to  be  a steady  and  very  definite  drift  toward  complete  centraliza- 
tion of  power.  Until  1930,  it  did  seem  that  the  assumption  of 
additional  power  by  the  nation  was  generally  at  the  expense  of  the 
state  rather  than  the  city.  But  is  the  city  too  now  relinquish- 
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Ing  its  prerogatives  to  both  state  and  nat.ion?  It  is  interest- 
ing to  note  in  this  connection  that  in  the  city  of  Providence 
during  the  past  fiscal  year,  under  a nominally  Republican  admin- 
istration. dependency  unon  outside  aid  of  this  sort  increased 
(1) 

considerably. 

Concentration  of  power  in  a central  agency  is  perhaps  in- 
evitable during  a period  of  national  stress,  but  the  issue  con- 
fronting our  municipalities  is  undoubtedly  much  deeper.  During 
the  past  century  we  have  become  increasingly  nation-conscious 
in  our  mental  outlook,  evidently  in  conformity  with  a world-wide 
trend  in  this  direction  and  as  a result  of  our  expanding  indus- 
trial economy.  Long  before  the  present  war  crisis  we  became 
accustomed  to  think  in  terms  of  "nation"  even  though  local  affairs 
were  of  necessity  much  closer  to  us.  It  is  probable  that  with  a 
return  to  so-called  normalcy  the  latter  will  again  be  given  their 
due. 

It  will  be  the  purpose  of  this  thesis  to  explore  the  present- 
day  problems  of  finance  in  the  moderately  large  American  city, 
with  particular  emphasis  upon  those  of  the  city  of  Providence, 
Rhode  Island.  Naturally,  we  can  neither  analyse  nor  conclude  on 
specific  issues  until  we  have  examined  the  basic  premises  upon 
which  they  depend.  Grover  Cleveland  once  said:  "In  order  to 

understand  any  political  problem,  I have  got  to  know  how  it  orig- 
inated". Yve  may  extend  this  to  say  that  before  we  can  reach 
a conclusion  as  to  an  issue  in  any  one  city  we  must  know  some- 
thing of  its  background  and  treat  the  principles  applicable  to 


(1)  City  .auditors  Report . City  of  Providence,  R.I.,  1940,  p7 
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it  as  they  affect  all  cities.  Hence  our  procedure  will  be  from 
the  general  to  the  particular  throughout. 

From  the  viewpoint  of  the  student  of  practical  democracy 
the  municipal  unit  of  government  certainly  cannot  be  passed  over 
lightly,  since  it  does  form  one  of  the  most  important  parts  of 
the  democratic  process.  Its  more  outstanding  features  and  char- 
acteristics must  be  appraised,  its  true  worth  determined.  Now 
as  never  before,  when  even  our  basic  assumptions  are  questioned 
and  often  openly  denied,  its  place  in  a benificent  political 
order  must  be  established,  as  not  the  least  important  part  of 
this,  its  financial  exactions  from  the  community  it  serves  must 
be  justified,  or  if  possible  perfected.  This  must  be  done  be- 
cause of  its  relative  position  in  our  economic  order  and  because 
from  the  view-point  of  the  tax-payer,  expenditures  of  the  city 
are  far  from  insignificant. 

P'ull  use  has  been  made  in  this  study  of  texts  upon  general 
municipal  finance,  of  the  published  reports  of  the  city  of  Provi- 
dence itself,  and  of  such  other  sources  of  information  as  can 
reasonably  be  considered  free  from  political  taint.  A full  bib- 
liographer is  presented  at  its  end. 
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Chapter  I 
The  American  City 

Its  Historical  Development 
The  American  city  of  today  is  a radically  different 
entity  from  the  comparatively  simple  municipal  unit  known  to  our 
forefathers.  It  has  changed  as  the  result  of  two  closely  allied 
influences:  population  under  our  industrial  economy  has  until  the 

last  decade  tended  more  and  more  to  center  in  urban  areas,  and 
municipal  services  since  1900  have  expanded  at  a pace  even  greater 
than  the  growth  in  population. 

The  Growth  of  Population 

We  now  find  that  56.5  per  cent  of  our  inhabitants  live 

(1) 

in  urban  centers.  This  is  the  result  of  a tendency  in  this 

r 

direction  eve^  since  the  Industrial  Revolution  made  itself  felt 
on  our  shores.  During  the  thirty  years  following  the  Civil  War 
our  copulation  doubled,  as  did  its  concentration  per  sqare  mile, 
and  the  industrial  areas  of  the  country  experienced  an  era  of 
sudden  and  very  rapid  expansion.  From  the  following  table  show- 
ing the  growth  of  population  in  the  United  States  since  1790  we 
note  that  from  the  year  1860  on,  although  each  decade’s  rate  of 
increase  over  the  census  figures  for  the  decade  before  it  show’s 
a steady  decline,  density  rose  from  10.6  per  square  mile  to  41.3 
in  1930.  There  has  thus  been  a trend  in  this  direction  since 
the  birth  of  the  nation,  a trend  that  continued  up  to  the  latest 
report  just  referred  to,  that  of  1930.  From  this  point  on  a 
reversal  has  been  noted  and  no w for  the  first  time  in  our  history 
we  find  rural  areas  growing  almost  as  fast  as  are  the  urban. 

( 1)U  .3 . Bureau  of  Census  as  reported  in  N.Y. Times , 

(January  18,1941}  Section  I 
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(1) 

Table  I 


Growth  in 

Population, 

Continental  United 

States 

of 

/0 

Per 

din 

/° 

per  sq 

( Thousands) 

increase 

sq.  mile  (Thousands) 

increase 

mile 

1790 

- 

3,929 

1870 

- 38,558 

26.6 

13.0 

1800 

- 

5,308 

35.1 

4.5 

1880 

- 50,155 

26.0 

16.9 

1810 

- 

7 ,239 

36.4 

4.3 

1890 

- 62,947 

25.5 

21.2 

1820 

- 

9,638 

33.1 

5.5 

1900 

- 75,994 

20.7 

25.6 

1830 

- 

12,866 

33.5 

7.3 

1910 

- 91,972 

21.0 

30.9 

1840 

- 

17,069 

32.7 

9.7 

1920 

-105,710 

14.9 

35.5 

1850 

- 

23,191 

35.9 

7.9 

1930- 

122,775 

16.1 

41.3 

I860 

- 

31,443 

35.6 

10.6 

1940- 

• 131,669 

7.2 

- 

Hand  in  hand  with  the  expansion  of  the  nation  went  the 
growth  of  industrial  Rhode  Island.  Wit h its  mills  and  factories 
absorbing  much  of  the  immigrant  population  t1  at  flooded  our 
shores,  Rhode  Island  and  its  chief  c ity  Providence  expanded  per- 
haps too  rapidly  for  their  existing  governmental  organisms. 
Providence  itself  rose  from  a village  of  less  than  two  thousand 
population  in  1730  to  a city  of  132,146  in  1890;  of  224,336  in 

1910;  and  thence  to  its  present  position  of  second-ranking  city 

(2) 

in  New  England  with  253,214  inhabitants  in  1940.  In  the 
following  table  we  see  that  the  growth  of  the  state  followed 
the  same  broad  outlines. 

TTT  U.S.  Dept,  of  Commerce,  Statistical  Abstract  of  U.S.. 

(Washington,  1940)  p 2 

(2)  Ibid.,  p 24 
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Growth 

in  Populati 

Table  II 
on  of  Rhode 

to 

Island,  1790  to 

1930 

Year 

/o 

increase 

Per  sq. 
mile 

Year 

% 

increase 

Per  sq 
mile 

1790  - 

68,825 

1870  - 217,353 

24.47 

203.7 

1800  - 

69,122 

.4 

1880  - 276,531 

27.22 

259.2 

1810  - 

76,931 

11.3 

1890  - 345,506 

24.94 

323.8 

1820  - 

83,059 

7.96 

1900  - 428,556 

24.03 

401.6 

1830  - 

97,189 

17.02 

1910  - 542,610 

26.61 

508.9 

1840  - 

108,830 

11.96 

1920  - 604,397 

11.38 

566.4 

1850  - 

147,545 

35.57 

138.3 

1950  - 687,497 

13.74 

644.3 

I860  - 

174,620 

18.35 

163.7 

As  would  be  expected  of  a state  in  this  geographical 
area,  density  of  population  in  Rhode  Island  is  very  high  - with 
the  exception  of  the  District  of  Columbia,  the  highest  in  the 
country.  This  point  is  clearly  illustrated  in  the  schedule  below, 
showing  the  state’s  rural-urban  distribution. 


(2) 

Table  III 

Population  in  Rhode  Island.  Urban  and  Rural.  1910-1950 


1910 

Urban  524,654 

Rural  17,956 
°Jo  Urban  96.7 


1920 

589,180 

15,217 

97.5 


1930 

635,429 

52,058 

92.4 


( 1)  Ibid . , r>p  3 & 4 

(2)  Ibid. , p^  7 
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In  this  latter  table  neither  the  figures  nor  the  percentage  for 
1930  are  directly  comparable  with  those  of  the  preceding  years 
because  of  "changes  in  the  classification"  used  by  the  Census 
Bureau.  Under  the  former  method  of  classification  the  percentage 
for  1930  would  have  shown  the  state  to  have  been  97.5$  urban  at 
this  time.  From  the  latest  report,  however,  that  covering  1940 
but  not  as  yet  complete  - Uew  England  and  the  Pacific  states  are 
described  as  having  experienced  a marked  shift  in  urban-rural 
distribution  between  1930  and  1940,  the  first  time  in  history  that 
the  trend  has  been  thus  reversed.  The  decline  in  urban  growth 
thus  shown  is  attributed  to  "economic  conditions  retarding  the  move 
ment  of  population  from  rural  to  urban  areas  and  reducing  natural 
increase  > along  with  the  "virtual  ceasing  of  immigration  from 
abroad . " . 

The  very  speed  with  which  population  increased  and  the 
high  density  of  the  latter  in  Rhode  Island  naturally  gave  rise 
to  problems  in  government.  The  city  of  Providence  attracted  many 
new  inhabitants  during  this  period,  and  grew  in  wealth  as  well, 
ihe  logical  result  was  a quick  broadening  of  municipal  services 
and  of  the  expenditures  necessary  to  pay  for  than. 

The  Growth  of  ! Tunic  Inal  i t.nr^Q 

The  worth  of  a city,  or  of  any  governmental  unit  for 
that  matter,  has  come  to  consist  more  in  what  it  does  for  its 
inhabitants  at  low  cost  than  in  those  costs  alone.  Expenditures 
for  services  performed  have  thus  become  significant  only  in 
relation  to  the  value  of  the  services  that  they  finance. 

\r 
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Considered  on  this  basis  they  hold  the  key  to  the  city’s  politi- 
cal and  economic  position. 

Over  the  course  of  the  years,  and  particularly  since 
the  turn  of  the  century,  these  expenditures  have  steadily  in- 
creased. More  than  that,  ’’the  cost  trend  is  constantly  upward 

(1)' 

at  a rate  more  rapid  than  the  increase  in  population",  a factor 
of  considerable  importance.  They  have  increased  not  only  in 
amount  but  also  in  number,  or,  as  the  same  writer  expressed  it  , 

U) 

"both  intensively  and  extensively".  The  modern  city  performs 
functions  that  must  lie  far  beyond  the  most  extravagant  anticipa- 
tions of  its  early  inhabitants.  Simple  growth  in  area  and  pop- 
ulation accounts  for  much  of  this,  but  there  is  something  much 
more  significant  at  its  core. 

The  real  reason  for  this  expansion  of  activity  is  that 
at  about  the  turn  of  the  century  the  municipality  gained  "social 
consciousness",  a question  of  basic  principle,  of  fundamental 
philosophy  of  government  was  decided  by  it  at  this  time.  The 
country  had  just  seen  the  twin  horses  of  graft  and  administrative 
inef f icienc3r  race?V  unbridled  through  its  municipal  field,  expec- 
iallv  during  the  preceding  two  decades,  and  if  ever  a political 
institution  undermined  the  position  it  held  in  the  eyes  of  the  gen- 
eral public,  the  city  did  during  this  era.  Perhaps  it  was  due  to 
the  excesses  of  the  period  that  we  then  saw  the  beginning  of  a 
reaction  set  in.  At  any  rate,  the  municipality  thereafter  moved 
tov/ard  collectivism  in  fundamental  outlook  and  did  it  much  earlier 

(1)  frTeff,  F.i'J.  Municipal  Finance,  p 49 

(2)  Ibid. , p 41 
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than  governmental  units  on  either  of  the  other  two  levels. 

Following. the  elegant  but  extravagant  1880’s  and 
1890’ s,  laissez-faire  individualism  was  dropped  as  the  guiding 
principle  in  municipal  government.  The  city  gradually  assumed 
the  responsibility  of  providing  for  the  welfare  of  its  citizens. 

In  retrospect,  it  seems  that  much  that  was  later  to  be  polished 
into  worthwhile  public  service  had  its  inception  at  this  time  in 
the  petty  graft  necessary  to  build  and  maintain  a political  machine, 
but  the  important  point  is  that  a beginning  was  being  made.  Ex- 
penditures for  established  municipal  services  were  broadened  and 
those  for  new  ones  introduced.  Education,  health,  recreation,  and 
charities  now  came  into  their  own . Consciously  or  unconsciously 
it  seemed  that  the  municipality  was  now  beginning  to  recognize  its 
social  responsibilities,  llany  were  the  abuses  in  administration 
that  occurred  at  this  time,  and  we  have  in  no  way  reached  perfec- 
tion in  this  respect  to  the  present  day.  But  it  did  seem  that  the 
city  was  intent  upon  redeeming  itself  in  the  eyes  of  those  whom 
it  came  so  close  to  betraying. 

To  illustrate  just  how  these  expenditures  have  risen, 
the  following  summary  of  pa\mients  for  education  since  1870  is 
presented.  School  costs  today  form  the  major  item  in  most  if 
not  all  current  municipal  budgets;  in  addition,  they  have  been 
taken  more  than  once  as  a measure  of  civilization’s  progress 
and  the  true  social  worth  of  an  existing  political  order.  Pro- 
vided a full  dollar’s  value  is  assumed  to  have  been  received  in 
exchange  for  these  expenditures,  they  are  enlightening  in  relation 
to  the  point  we  are  now  making. 
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(1) 

Table  IV 

Expenditures  for  Schools 

(Public,  Elementary  and  Secondary  - in  thousands) 
Av.  annual 


Salaries 

437,853 

salary 
per  teacher 
$189 

Total  Per  cap. 

expend,  total  pop. 
463,397  $1.64  ' 

Per  pupil 
enrolled 
$9.23 

55,943 

195 

78,095 

1.56 

7.91 

91,836 

252 

140,507 

2.24 

11.04 

137,688 

325 

214,965 

2.84 

13.87 

253,915 

485 

426,250 

4.64 

23.93 

590,120 

871 

1,036,151 

9.80 

48.02 

1,250,427 

1,420 

2,316,790 

18.87 

89.84 

1,265,444 

1,417 

2,174,651 

17.40 

82.25 

1,067,042 

1,227 

1,720,105 

13.58 

64.76 

1,146,460 

1,283 

1,968,898 

15.33 

74.38 

As 

is  shown 

in  this  table,  the  greatest  rate  of 

acceleration 

was  reached  after  the 

World  War 

- which  we  shall 

continue  to  describe  without  a numeral,  hopefully  but  per- 
haps futilely  - and  this  applies  not  only  to  expenditures  for 
education  but  to  those  of  virtually  all  other  types.  General 
economic  conditions  had  their  effect  upon  the  growth  of 
these  disbursements  as  they  had  earlier  when  the  services  them- 
selves first  cane  into  existence.  The  American  standard  of 
living  was  rising  to  its  peak  at  this  time,  and  increasing  per 
capita  wealth  and  income  acted  as  a very  strong  stimulus  to 
desires  for  additional  municipal  services.  Since  money  was 
plentiful  it  was  spent  accordingly.  A period  of  liberality 
in  the  use  of  the  public1  s funds  was  entered  into  in  the  name 


(l)  Statistical  Abstract  of  U.S.,  Dept,  of  Commerce,  1940 

p.  107 
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of  welfare  public  economy.  Credit  came  to  be  employed  in 

addition,  and  municipal  spending  scaled  the  heights. 

Thus  we  find  cities  today  spend ing  much  more  than 

they  used  to,  and  in  the  same  ratio  we  have  come  to  expect 

much  more  of  them.  The  municipal  expenditures  and  services 

(1) 

of  a city  like  modern  New  York  are  astounding.  Most  have 
been  developed  since  1917  and  in  Tables  V and  VI  we  see  their 
trend  in  average  value  and  on  a per  capita  basis  since  that 
time . 

From  the  following  tables,  certain  facts  are 
apparent.  During  the  course  of  the  years,  municipal  units 
in  assuming  more  and  more  power,  have  done  so  in  either  of 
two  ways:  they  have  either  been  expressly  granted  such  def- 

inite powers  by  their  charters,  or  they  have  been  given 
blanket  authority  from  this  source  but  with  express  prohibi- 
tions. Through  the  years,  they  have  come  to  add  to  the  powers 
they  have  thus  exercised  and  to  increase  the  number  of  func- 
tions they  perform,  always  presumably  in  the  public  interest. 

As  education  and  interest  in  municipal  affairs  were  developed 
in  our  urban  areas  the  services  performed  for  the  citizens 
of  those  areas  expanded  at  a like  pace.  The  latter  in  them- 
selves have  been  classified  as  "protective,  commercial,  and 

(2) 

developmental".  Various  special  groups  have  always  formed 

blocs  aiming  at  their  increase,  and  this  pressure  is  of  prime 

importance  in  tracing  their  growth. 

There  is  an  old  lav;  of  finance  governing  the  ex- 

% 

pansion  of  municipal  powers  - Wagner’s  Law  - which  states  that 

public  expenditures  which  are  made  under  ordinary  circumstances 

TIT  See  F.H.LaGuardia , edited  by  R. Rankin,  New  York  Advancing: 

a.  Scientific  Approach  to  Municipal  Government,  New  York,  1936 
(2)  H.C.  Adams,  The  Science  of  Finance,  New  York,  p 82 
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Table  V* 

Governmental  Costs  - (in  millions) 
Operation  and  Maintenance 


Total 


Year 

Governmental 

Costs 

General 

Departments 

Public 

Service 

Interest 

Outlays 

1919 

$1 , 233 

$ 754 

$ 67 

$157 

$ 256 

1922 

2,223 

1,284 

107 

214 

618 

1924 

2,642 

1,429 

140 

242 

830 

1926 

3,053 

1,639 

156 

294 

963 

1928 

3,396 

1,853 

164 

342 

1,037 

1929 

3,435 

1,936 

167 

366 

967 

1930 

3,811 

2,112 

178 

405 

1,115 

1931 

3,744 

2,229 

180 

400 

936 

1930 

3,162 

1,658 

141 

341 

942 

1932 

2,843 

1,807 

125 

355 

557 

1933 

2,463 

1,727 

115 

355 

267 

1934 

2,522 

1,744 

120 

353 

304 

1935 

2,624 

1,798 

127 

341 

358 

1936 

2,775 

1,839 

143 

354 

439 

*Years  to  division  bar,  cities  with  30,000  population; 
thereafter,  cities  with  100,000  population 

(1)  F. 

a.  Neff,  Municipal  Finance 

, p 49 
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(1) 

Table  VI 

Per  Capita  Governmental  Costs 
Operations  and  Maintenance 

Total 

Governmental  General  Public 


Year 

Costs 

Departments 

Service 

Interest 

Outlays 

1913 

$32.59 

$17 . 32 

$1.36 

$3.63 

$10.28 

1919 

35.56 

21.75 

1.92 

4.52 

7.37 

1922 

57.89 

33.15 

2.75 

5.52 

16.47 

1924 

66.07 

35.76 

3.50 

6.06 

20.75 

1926 

72.96 

39.18 

3.74 

7.02 

23.02 

1928 

78.19 

42.66 

3.78 

7.87 

23.88 

1929 

77.51 

43.68 

3.76 

8.25 

21. -82 

1930 

80.36 

44.53 

3.76 

8.54 

23.53 

1931 

77.53 

46.18 

3.68 

8.29 

19.38 

1932 

75.35 

47.88 

3.31 

9.40 

14.76 

1933 

66.64 

46.08 

3.08 

9.47 

8.02 

1934 

67.13 

46.43 

3.20 

9.39 

8.11 

1935 

69.74 

47.78 

3.37 

9.06 

9.53 

1936 

73.69 

48.83 

3.81 

9.40 

11.65 

*Years  to  division  bar,  cities  with  30,000  population; 
thereafter,  cities  with  100,000  population. 


(1)  F.A.  Neff.  Municipal  Finance,  p 49 
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increase  with  advancing  civilization.  A modification  of  this 

is  made  in  the  light  of  modern  experience  to  the  effect  that 

"expenditures  for  protective  functions  tend  to  decrease  in 

proportion  as  the  protective  functions  succeed",  but,  con- 

(1) 

trariwise  for  the  others.  All  expenditures  bear  close 

scrutiny  because  of  their  nature.  In  the  words  of  Gladstone, 

"good  finance  consists  more  in  the  spending  than  in  the 

(2) 

collecting  of  revenue."  The  same  concept  is  expressed  in 

another  way  by  the  statement  "the  true  essence  of  saving  lies 

(3) 

in  wise  expenditure." 

The  principle,  rather  idealistic  perhaps,  upon  which 
all  expenditures  should  be  made  is  set  forth  by  Shultz  in  the 
following  words:  "the  final  dollar  t o be  spent  by  a govern- 
ment should  in  its  spending  outweigh  the  loss* suffered 

(4) 

by  taxpayers  in  surrendering  the  dollar".  Y,re  find  the  same 

idea  stated  as  early  as  1776  by  the  State  of  Pennsylvania  when 

it  decreed  "the  purpose  for  which  any  tax  is  to  be  raised 

ought  to  appear  clearly  to  the  legislature  to  be  one  of  more 

service  to  the  communitv  than  the  money  would  be  if  not 
(5) 

collected. " 

How  these  statements  of  policy  are  to  be  applied  sue 
cessfully  is  the  problem  of  the  finance  officer  today.  That 
they  can  and  ultimately  will  be  so  applied  we  can  at  least  con 
tinue  to  hope.  Not  only  must  the  community’s  wealth  be  taken 

into  consideration,  but  also  that  wealth's  distribution. 


(1)  F.a.  Neff,  Municipal  Finance,  p 4 

(2)  Quoted  in  J.3.  Nicholson,  Principles  of  Political  Economy. 

Vol.  Ill,  p 369 

(3)  F.A.  Neff,  Municipal  Finance,  p 46 

(4)  ,i.J,  Shultz,  american  Public  Finance  L Taxation.  New  York 

1939,  p 65 

(5)  Constitution  of  State  of  Pennsylvania.  1776 
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When  the  revenue  has  been  raised,  the  city  must  then  look  to 
its  proper  spending.  Excesses  of  the  past  may  be  considered 
the  inevitable  running-mate  of  an  individualistic  attitude 
by  government  and  it  now  appears  that  the  municipality  has 
at  last  recognized  or  been  forced  to  recognize,  its  high  re- 
sponsibilities. If  it  could  but  expel  those  elements  which 
are  ho^d-overs  from  that  former  era,  it  might  well  be  on  its 
way  toward  its  ultimate  objective  — the  highest  development 
of  both  individual  and  city  at  the  lowest  possible  cost. 
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Chapter  II 

The  Problem  of  Municipal  Revenue 

Today  there  is  no  more  pressing  problem  in  the  field 
of  municipal  finance  than  that  concerned  with  the  raising  of 
revenue.  All  through  the  past  decade  cities  have  been  hard- 
pressed  to  find  sufficient  income  to  finance  what  have  come  to 
be  considered  essential  expenditures.  The  recent  depression 
had  its  disastrous  effects  upon  the  city  as  well  as  upon  gen- 
eral business.  Figures  for  1938,  the  latest  year  for  which 
they  can  be  considered  complete,  show  that  again  in  this  year 

ID 

"total  municipal  revenues  indicate  a possible  decline". 

There  have  been  two  results  of  this  situation:  an  increased 

dependence  upon  federal  and  state  aid  to  make  up  for  lost 

revenue,  and  the  resort  on  the  part  of  many  city  governments 

to  new  devices  never  before  tried.  New  York,  for  instance, 

levied  a 2$  emergency  sales  tax  and  a 10  cigarette  tax  in  its 

attempt  to  relieve  this  pressure.  Many  others  acted  likewise. 

Indications  no w point  to  some  let-up  in  the  pressure  itself  as 

a result  of  the  expected  defense  boom,  but  complete  dissociation 

from  federal  or  state  dependency  cannot  be  foreseen  for  some 

(2) 

time  to  come. 

The  problem  of  financing  expenditures  has  perplexed 
government  ever  since  its  birth.  Obviously,  funds  can  be 
raised  in  two  ways:  through  voluntary  contribution  by  the 

citizenry,  or  through  coercion,  either  direct  or  indirect. 

The  impracticability  of  the  first  in  the  modern  city  is  at 

' \ 

nr  A#  Lepawsky  in  Municipal  Year-book,  edited  by  C.E.  Ridleyjknd , 

C.F.  Hotting,  Chicago,  1939,  p 25 
(2)  Neff,  Municipal  Finance,  p 93 
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once  apparent.  It  is  our  task  to  choose  the  best  way  of 
carrying  into  effect  the  second,  as  citizens  of  a democracy 
we  must  concentrate  upon  developing  that  system  of  raising 
revenue  through  indirect  coercion  that  will  be  most  easily  borne 
by  our  taxpayers  and  at  the  same  time  most  effective  in  pro- 
viding for  their  needs.  Abroad  we  see  the  direct  method  em- 
ployed. Not  only  does  it  run  against  our  nature  but  it  is 
un- 

indeed  Aworkable . Certainly  we  would  not  want  it  here.  Many 
believe  that  totalitarianism,  although  all-conquering  and  vic- 
torious in  Europe  at  the  moment,  will  in  the  end  have  to  face 

it, 

a truth  long  ago  propounded  by  Montesquiex:  a free  people 

will  contribute  more  and  with  greater  effectiveness  than  that 
which  can  be  imposed  upon  a people  by  despotic  rulers,  They 
also  believe  that  this  will  prove  to  be  its  downfall. 

Taxation  and  Tax  Theory 

Taxation  has  long  been  settled  upon  by  government 
as  the  most  efficient  means  of  raising  revenue  for  the  support 
of  its  activities,  but  it  has  not  always  been  so  emphasized. 

Far  in  the  distant  past  there  was  a time  when  voluntary  con- 
tributions by  those  citizens  so  disposed  were  depended  upon, 
even  with  their  irregularity  and  usual  insufficiency.  In 
ancient  Greece  there  was  a day  when  wealthy  citizens  competed 
with  each  other  to  support  public  functions  as  a civic  duty. 
ALas,  civilization  in  its  march  of  progress  has  long  passed 
that  stage.  Government  soon  came  to  look  for  a method  of 

raising  money  which  would  lie  somewhere  between  the  absolute 
tribute  of  a club-weilding  conqueror  and  the  unpredictable 
and  unstable  system  of  old  Athens.  It  began  to  look  for  a 
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fair  and  just  system  of  scientific  taxation,  and,  like  a 
weary  and  thirsting  traveler  in  the  Sahara,  it  has  found  its 
quest  remaining  ever  on  the  horizon  even  though  progress  often- 
times seems  to  be  made. 

Taxation  in  the  modern  sense  is  "a  compulsory  ex- 
action by  the  state  of  a part  of  the  wealth  of  individuals  for 

(1) 

public  purposes."  In  its  ideal  application,  rather  than  de- 
stroy wealth  it  should  "increase  the  power  of  individuals  to 

(2) 

spend  or  save  collectively  through  their  government"  - the 
perfect  answer  of  a tax  collector  replying  to  the  protest  of 
a citizen.  The  maximum  amount  to  be  raised  in  a given  com- 
munity will  be  subject  to  two  general  limitations,  one  of 
which  we  may  call  subjective  and  the  other  objective.  Under 
our  form  of  government,  the  degree  to  which  the  citizens  will 
allow  themselves  to  be  taxed  is  the  first,  and  the  amount  and 
distribution  of  wealth  and  income  of  the  citizens  of  the  com- 
munity is  the  second.  Any  tax  policy  must  recognize  itself 
to  be  subject  to  these  limitations  in  a democratic  society. 

The  Property  Tax 

Today,  virtually  all  revenue  must  be  raised  through 
taxation.  In  the  municipal  field  the  property  tax  continues 
to  be  the  chief  reliance  of  government,  but  as  we  have  seen, 
during  the  depression  many  other  bases  were  added  in  an  attempt 
to  supplement  receipts  from  this  source.  Contrary  to  general 
opinion,  however,  the  general  property  tax  is  not  steadily 
falling  in  its  production  of  revenue  as  it  was  believed  to  be 
for  some  time.  In  1938  receipts  from  it  were  up  even  though 


(1)  M.C.  Robinson, Public  Finance.  London,  1922,  p 3 

(2)  Ibid.,  p 4 
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total  municipal  revenue  was  down  and  has  been  for  several 

years.  In  that  year  it  contributed  about  70 $ of  the  total 

revenue  raised  by  municipalities  throughout  the  country,  as 

(1) 

against  63$  in  1936.  Figures  for  1940  for  the  city  of  Prov- 
idence show  that  in  that  fiscal  year  it  accounted  for  84.32$ 

(2) 

of  the  revenue  cash  receipts,  as  against  84.6 $ in  1959. 

Added  to  the  property  tax  we  have  had  the  poll  tax, 
business  and  non-business  licenses,  fines  and  fees  collected 
by  various  municipal  departments,  special  assessments,  the 
sales  tax,  and  shared  taxes  and  grant s-in-aid  sought  and 
accepted  from  state  and  federal  governments.  All  have  been 
resorted  to  by  the  city  in  a period  of  stress  to  bolster 
faltering  revenue.  Our  general  tax  policy  historically,  how- 
ever, has  been  centered  around  real  estate  and  the  general 
property  tax. 

Because  of  our  early  land  economy,  the  general  prop 
erty  tax  remained  for  a long  time  the  base  of  our  revenue 
system,  considerably  longer  than  it  did  in  most  countries  of 
Europe.  It  could  not  persist  interminably,  however,  this 
method  of  taxing  at  uniform  rates  upon  a valuation  of  sub- 
stantially all  property  within  reach  of  the  taxing  power,  be- 
cause of  the  entrance  of  intangibles  upon  the  scene  when  we 
as  a nation  turned  to  an  industrial  economy.  The  system  was 
basically  modified  when  it  was  recognized  to  be  inadequate 
to  care  for  these.  Beginning  with  Georgia  in  1868,  a move- 
ment got  under  way  having  as  its  objective  the  formal  class- 
ification of  property  for  taxation  in  accordance  with  its 

TTT  A.  Lepawsky,  Municipal  Year-book,  p 25 

(2)  City  Auditor* s Report,  City  of  Providence,  1940,  p 7 
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specific  nature  rather  than  in  total.  Rhode  Island  fell  in 
line  in  1912. 

Because  the  changes  made  in  Rhode  Island  at  this 
time  and  subsequently  illustrate  to  some  extent  the  universal 
modifications  made  in  tax  policy  fundamentals,  and  because 
an  understanding  of  the  state  set-up  will  so  greatly  help 
in  an  understanding  of  the  problems  of  its  chief  city, 
Providence,  the  following  is  a brief  history  and  summary  of 
Rhode  Island  tax  law. 

Taxation  in  the  State  of  Rhode  Island 
Being  the  smallest  geographically  and  the  most 
densely  populated  state  in  the  union,  Rhode  Island  since  col- 
onial days  has  enjoyed  the  enviable  position  of  also  having 
a comparatively  high  concentration  of  very  substantial  tax- 
able wealth  at  its  command.  This  enabled  it  to  continue  to 

l 

use  the  ’general  property  tax  system  for  some  time  after  other 

states  presumably  could  no  longer  keep  their  heads  above 

(1) 

water  while  on  this  basis.  It  has  always  been  conservative 
and  typically  New  England  in  its  outlook,  naturally  slow  to 
change,  and  extremely  jealous  of  its  historical  prerogatives. 
High  among  the  latter  it  ranks  "home  rule"  and  its  love  of 
free  and  independent  action. 

For  many  years  it  has  recognized  constitutional 
debt  limitation  --  borrowing  may  not  exceed  £50,000  unless 

(a) 

authorized  by  referendum  — and  budgetary  control  has  been 
legally  provided  for  since  1904.  Unlike  most  states  it  has 
never  as  yet  succumbed  to  the  appeal  of  the  income  tax  system, 

(1)  Renort  Commission  on  V/ays  and  Leans.  State  of  Rhode  Island, 

1935,  p 5 

(2)  Constitution,  State  of  Rhode  Island  and  Providence 

Plantations,  Art.  IV,  Sec.  13. 
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a point  of  much  significance.  Its  tax  policy  can  b est  be 
understood  through  an  analysis  of  its  "max  Act  of  1912”  and 
the  major  amendments  that  have  been  made  to  it  since  that 
time. 

Rhode  Island  was  the  ninth  state  to  modify  its 
basic  general  property  tax  system.  It  did  so  by  the  passage 
of  an  act  in  1912  that  today  remains  the  key  to  its  existing 
tax  system.  This  act  provides  for  a classified  flat  rate 
of  $4.00  on  each  $1000  valuation  of  all  intangibles,  and  the 
taxing  of  the  intangibles  of  all  foreign  corporations  doing 
business  within  the  state  at  the  source.  Manufacturing, 
mercantile,  and  miscellaneous  corporations  are  taxed  on  their 
intangible  value  — called  "corporate  excess"  --  at  a flat 
four  mill  rate;  public  utilities  are  taxed  at  a rate  percent 
on  gross  receipts  in  lieu  of  the  flat  rate.  Amendments  to 
this  basic  law  have  been  made  from  time  to  time,  the  first 
of  which  was  passed  in  1916.  At  this  time  a franchise  and 
minimum  tax  on  domestic  corporations  was  levied,  as  were 
taxes  on  estates  and  inheritances  and  on  interest-bearing 
deposits  in  National  Banks.  We  may  note  that  this  latter  is 
today  one  of  the  state* s major  sources  of  income.  In  1933 
a tax  on  the  manufacture  and  sale  of  alcoholic  beverages  was 
created,  and  in  the  following  year  horse-racing  and  pari- 
mutuel betting  were  legalized,  with  a percentage  of  the  take 
going  into  the  state  coffers  and  then  redistributed  to  the 
local  municipalities.  With  the  passage  of  a cigarette  and 
tobacco  tax  in  1939  our  picture  is  complete. 

Critique 


What  then  of  the  financing  of  state  expenditures 
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on  this  revenue  basis?  A special  committee  was  appointed 

in  the  depression  years  to  make  a study  of  state  revenue  and 

to  perfect  it  in  the  light  of  Rhode  Island’s  own  peculiar 

problems.  The  committee  reported,  in  Uovember  of  1955,  that 

the  existing  system  was  entirely  adequate  to  the  state’s 

needs,  citing  as  facts  leading  to  this  conclusion  that 

’’revenue  requirements  were  easily  met  during  the  World  War , 

the  economic  disturbance  of  1922,  substantial  payments  were 

made  on  the  funded  debt,  and  a cash  surplus  existed  in  the 

(1) 

treasury  in  1930".  Raising  this  revenue  had  not  unduly 
strained  the  community.  Over  the  course  of  the  years  the 
’corporate  excess’  tax  and  the  levy  on  utilities  showed  a 

U) 

degree  of  "stability"  which  was  "greatly  in  their  favor". 

The  state  was  one  of  the  last  to  impose  taxes  upon  estates 

and  inheritances,  and  the  rates  have  been  "very  moderate"  and 

(3) 

the  exemptions  "substantial"  when  compared  to  others.  A 

direct  state  tax  on  cities  and  towns  was  dropped  in  1935  and 

although  its  revival  has  been  urged  in  some  quarters  this 

does  not  seem  likely  at  the  present  time.  Taxes  upon  the 

motorist,  however,  are  relatively  high,  as  they  are  in  most 

states,  and  receipts  from  this  source  may  eventuallv  be  ear- 

(4) 

marked  for  highway  construction  and  maintenance  as  urged. 

The  *^ct  of  1912  has  its  greatest  significance  in  the 
fact  that  it  did  not  follow  the  country-wide  trend  evident 
at  that  time  toward  the  income  basis  of  taxation.  It 
shunned  that  type  of  system  when  the  general  property  tax  was 
in  wide-spread  disrepute  in  other  parts  of  the  country.  It 
has  steered  clear  of  the  income  tax  source  to  this  day,  not 

(1)  Report  Commission  on  Ways  and  ire  an  s . State  of  Rhode  Island 

1935,  p 16 

(2)  Ibid.,  p 10 

(3)  Ibid.,  p 104 

(4)  Minority  Report,  Commission  on  Ways  Means.  1935,  p 110 
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the  least  important  result  of  this  being  that  the  city  of 
Newport  and  other  communities  have  continued  to  flourish  as 
resorts  for  the  wealthy.  In  Rhode  Island  taxes  have  not 
always  been  levied  in  relation  to  the  ability-to-pay  prin- 
ciple, but  because  of  its  geographical  and  economic  aspects 
the  state  has  undoubtedly  been  better  off  than  many  of  its 
sister  states  in  being  able  to  finance  its  expenditures. 

Revenue  in  the  Municipal  Field 
We  have  seen  that  the  general  property  tax  is 
still  the  principal  means  the  city  has  of  raising  revenue 
even  though  many  additional  devices  have  of  late  been  intro- 
duced. Other  governmental  bodies  have  gradually  withdrawn 
from  the  property  tax  field,  leaving  the  city  in  almost 
complete  control.  To  balance  this  they  have  of  course  assumed 
new  privileges  and  functions  of  their  own,  among  them  being 
the  substitution  of  special  taxes,  the  taxing  of  particular 
classes  of  property,  especially  intangibles  as  in  Rhode 
Island,  at  a uniform  rate,  and  the  assumption  of  administra- 
tive powers  by  state  tax  bodies  with  duties  thenceforth  of 

(1) 

a centralizing  nature.  But  as  the  property  tax  became  in- 
adequate in  furnishing  the  city  with  the  additional  revenue 
it  needed,  the  city  too  sought  new  and  complementary  sources. 
Vv'e  shall  see  how  successful  these  proposed  additions  have 
been  in  the  next  section.  To  complete  this  discussion,  how- 
ever, the  tables  on  the  following  pages  present  the  trend  of 
property  tax  yield  to  municipalities  both  per  capita  and  in 
comparison  with  other  income  over  selected  years  from  the 
turn  of  the  century,  and  in  its  relation  to  the  total  receipts 

nr  State  and  Local  Taxation  of  Property,  National  Industrial 

Conference  Board,  New  York,  1930,  p V. 
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(1) 

Table  VII 

Income  from  General  Property  Tax* 


Year 

Income 

( in  millions ) 

Income 
Per  Carita 

As  Percent  Revenues 

of  Total  Per  Can  it  a 

1903 

270 

12.98 

61.4 

21.14 

1909 

405 

16.14 

61.0 

26 .42 

1917 

523 

20.57 

64.3 

31.97 

1919 

728 

23.29 

66.0 

35.26 

1922 

1,205 

35.85 

66 . 9 

53.57 

1926 

1,571 

43.46 

65.7 

66.14 

1928 

1,793 

47.67 

66.1 

72.11 

1931 

1,966 

49.60 

68.0 

72.96 

1928 

1,686 

49.06 

64.1 

73.59 

1931 

1,676 

51.99 

66.4 

78.28 

1932 

1,720 

45.57 

66.2 

68.82 

1933 

1,613 

43.02 

64.3 

66.88 

1934 

1,698 

45.17 

62.6 

72.13 

1935 

1,758 

46.72 

60.0 

77.64 

1936 

1,726 

45.83 

59.7 

76.83 

* Years  to  division 

bar,  cities 

with  30,000 

population ; 

thereafter,  cities  with  100,000  population. 


(l)  Bureau  of  Census,  Financial  Statistics  of  Cities, 
summarized  by  Neff,  Municipal  Finance,  pp  78  & 79 
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(1) 

Table  VIII 

Percentage  Relation  of  General  Property  Tax  to  Total  Revenue 


1928 

1931 

City*  Percent 

Percent 

New  York 

67 

70 

Chicago 

67 

67 

Philadelphia 

70 

70 

Detroit 

55 

61 

Los  Angeles 

47 

52 

Cleveland 

66 

67 

St.  Louis 

63 

62 

Baltimore 

67 

67 

Boston 

62 

69 

Pittsburgh 

80 

81 

San  Francisco 

64 

60 

Washington 

50 

56 

Milwaukee 

60 

67 

Buffalo 

70 

70 

1933 

1935 

1936 

Percent 

Percent 

Percent 

64 

54 

56 

73 

73 

63 

69 

70 

67 

58 

60 

57 

52 

47 

48 

55 

58 

56 

64 

68 

65 

58 

66 

57 

68 

70 

71 

80 

79 

80 

60 

55 

55 

56 

42 

48 

65 

59 

69 

66 

51 

53 

*Fourteen  cities  with  more  than  500,000  population  in  1936 


(1)  Bureau  of  Census,  Financial  Statistics  of  Cities, 
summarized  by  Neff,  Municipal  Finance,  p 79. 
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of  a number  of  our  larger  cities  in  more  recent  years. 

.additional  Sources  of  Revenue 
We  have  seen  that  in  an  industrial  economy  the 
general  property  tax  soon  proved  unjust  and  inadequate.  Other 
sources  of  income  were  therefore  resorted  to,  and  we  shall 
now  try  to  determine  their  practicability. 

The  Special  Assessment 

The  first  is  the  ’special  assessment’,  which  has 

been  defined  as  "a  compulsory  contribution  levied  under  the 

taxing  or  police  power  to  defray  the  costs  of  specific  public 

improvements  or  public  services  undertaken  primarily  in  the 

(1) 

interest  of  the  public”.  The  tax  is  founded  directly  upon 
the  benefit  theory,  and  is  by  nature  highly  elastic.  It  is 
considered  well  adapted  to  the  needs  of  rapidly  developing 
communities  and  a financiallv  sound  source  of  revenue,  but 

(2) 

it  has  never  been  used  extensively  by  conservative  New  England. 

As  a source  of  income  it  is  of  much  greater  relative  signi- 
ficance in  its  potentialities  than  one  could  conclude  from 

l 

its  use  to  date  in  this  section  of  the  country.  Statistics 
in  Table  IX  show  its  importance  to  the  municipality  since 
1922.  Its  value  has  radically  dropped  since  the  setting-in 
of  the  depression,  as  would  be  expected  from  a consideration 
of  its  nature. 

As  in  New  England  generally,  the  special  assessment 
in  Providence  has  never  been  used  extensively.  When  it  has 
been  employed  it  is  because  of  the  assumption  that  those 
directly  benefiting  from  an  improvement  should  bear  the  greater 
part  of  its  cost;  it  has  never  been  used  for  its  revenue 

(1)  Financial  Statistics  of  Cities,  Bureau  of  Census,  1934,  p 14 

(2)  Neff,  Municipal  Finance,  p 86 
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(1) 

Table  IX 


Revenue  from  Special 

assessments* 

Year 

Amount 

(in  millions) 

Per  Capita 

Percent 
of  Total 

1922 

$103 

$2.66 

5.1 

1924 

148 

3.70 

6.4 

1926 

205 

4.90 

7.5 

1928 

250 

5.74 

8.0 

1930 

237 

4.99 

6.9 

1931 

186 

3.86 

5.4 

1928 

203 

5.61 

7.7 

1929 

193 

5.46 

7.4 

1930 

193 

5.23 

6.8 

1931 

153 

4.12 

5.4 

1932 

102 

2.70 

3.9 

1933 

60 

1.59 

2.4 

1934 

61 

1.61 

2.2 

1935 

50 

1.32 

1.7 

1936 

46 

1.21 

1.6  ' 

*Years  to  division  bar,  cities  with  30,000  population; 
thereafter,  cities  with  100,000  population 


(1)  Financial  Statistjcs  of  Cities,  quoted  in  Neff, 
Municipal  Finance,  p 85 
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value  alone.  During  the  fiscal  year  ending  September  30,  1940, 

receipts  from  this  source  amounted  to  but  v;43,855  or  .15  per  cent 

(1) 

of  the  total  city  receipts.  The  assessment  was  levied  for  side- 
walks, curbing  and  sewers.  In  the  preceding  year  it  was  only 
slightly  larger  than  the  1940  figure  in  amount,  and  its  produc- 
tivity of  $53,506  then  was  also  insignificant  when  considered  as 

(2) 

a part  of  total  city  receipts  of  almost  thirty-two  million  dollars. 
The  Poll  Tax 

Another  source  used  in  state  and  municipal  finance  since 
colonial  times  to  bolster  property  tax  revenue  is  the  poll  tax. 

Since  it  has  been  employed  so  long  and  for  such  dissimilar  pur- 
poses in  different  sections  of  the  country  perhaps  it  is  not  proner 
to  consider  it  in  the  same  section  with  these  more  recent  tax 

developments.  Nevertheless,  it  annually  contributes  from  twelve 

(3) 

to  thirteen  million  dollars  a year  to  municipal  treasuries. 

(4) 

even  though  it  is  now  considered  a "fiscal  anachronism".  In 
Providence  as  in  many  other  cities  its  receipts  are  in  large  part 
earmarked  for  school  nuruoses,  but  in  1940  it  accounted  for  but 

(5) 

.28  per  cent  of  the  total  revenue  as  against  .26  per  cent  in  1939. 
Excess  Condemnation 

Another  suggested  method  of  raising  funds  is  that  of 
"excess  condemnation”.  In  exercising  the  right  of  eminent  domain 
at  the  time  an  improvement  is  being  made,  more  land  than  is  actually 
required  is  taken  over  by  government  and  then  this  excess  is  later 
resold  when  its  value  has  risen  as  a result  of  the  improvement. 


11)  City  auditor's  Report.  City  of  Providence,  p 7 

(2)  Ibid.,  pp  7 and  41 

(3)  American  Public  Finance.  Shultz,  1939,  p 374 

(4)  Ibid. , p 377 

(5)  City  Auditor's  Report,  City  of  Providence,  p 7 
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Excess  condemnation  has  been  employed  with  some  success  in 

European  and  Canadian  financing  and  is  now  legal  here  in  more 

(1) 

than  one-fourth  of  our  states.  It  has  its  justification  in  that 
it  does  compensate  the  community  for  what  would  otherwise  profit 
only  those  who  owned  adjacent  property  and  who  themselves  had 
done  nothing  to  earn  its  increase  in  value.  It  has  s-.-ldom  been 
used  here,  however.  There  are  constitutional  difficulties  in 
some  instances,  but  for  the  most  part  the  special  assessment  has 
been  substituted  for  it  or  it  is  considered  a practice  which 
would  go  against  the  grain  of  American  public  opinion. 

Fees  and  Licenses 

Departmental  fees  and  licenses  and  official  fines  and 

escheats  have  of  course  always  added  to  the  municipal  treasury, 

but  for  the  most  part  they  have  been  utilized  for  purposes  other 

than  that  of  raising  revenue.  On  the  average  they  account  for 

no  more  than  5 per  cent  of  the  total  receipts  in  municipalities 

(2) 

throughout  the  country.  In  the  city  of  Providence,  fines,  for- 
feits and  escheats  are  .21  per  cent  of  the  total  revenue  and  the 

income  from  general  municipal  departments  was  5.28  ner  cent  in 

(3) 

1940.  Respective  figures  for  1939  are  .228  and  7.17.  The  re- 
ceipts from  municipal  departments  for  both  years  include  income 

from  the  city-owned  incinerator  and  docks  as  well  as  the  ordinary 

(4) 

departments,  although  the  latter  is  also  small  in  amount,  but  this 
only  emphasizes  the  relative  unimportance  of  this  source  of  revenue. 
Public-service  Enterprises 

This  brings  us  directly  to  the  next  proposed  source,  the 
earnings  of  public-service  enterprises  owned  and  operated  by  the 
city.  Municipal  water  works,  light  and  power  plants,  city  trans- 

Municipal  Finance,  p 89  (3) City  .auditor’s  Report,  City  of 

(2)Ibid.,  p 111  Providence,  p 7 

(4)  Ibid. , p 38 
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portation  lines,  and  sewage  disposal  plants  are  the  most  common 

of  these.  Theoretically  rates  should  be  so  set  that  the  excess 

over  costs  would  add  to  the  city  income.  In  practice  this  has 

seldom  materialized.  As  Neff  says,  most  nublic-service  enter- 

(1) 

prises  are  operated  "for  service  and  not  for  revenue".  Most 
often  rates  are  fixed  at  a point  barely  high  enough  to  pay  for 
current  operating  costs,  debt  charges,  and  reasonable  plant  ex- 
tensions. "Seceiots  are  large,  but  add  nothing  to  the  net  revenue 

(2) 

of  cities  except  in  very  exceptional  cases."  Another  author 

concludes,  after  having  made  an  extensive  study  of  the  matter,  that 

"from  a study  of  income  it  is  apparent  that  municipallv^owned 

utilities  in  America  do  not  yield  any  substantial  net  revenue  to 

(3) 

the  municipal  treasury." 

The  city  of  Providence  operates  four  utilities:  water 

works,  municipal  docks,  sewer  disposal  plant,  and  cemetery.  The 

only  one  that  it  formally  recognizes  as  such  in  its  records  and 

for  which  independent  reports  are  prepared  is  the  first;  the  rest 

are  included  under  "general  municipal  departments".  For  the  fiscal 

year  1940  the  water  works  account  showed  an  operating  surplus  of 

$338,762,  which  figure  was  over  and  above  expenditures  for  both 

(4) 

operating  expense  and  interest  charges.  For  the  year  1939,  the 
surplus  was  $217,458.  Gross  cash  receiuts  from  this  source  for 

(5) 

1940  were  10  oer  cent  of  the  total  c ity  receipts  for  that  year. 


(1)  Neff,  Municipal  Finance,  p 108 

(2)  T.H.  Reid,  Municipal  Government  in  the  United  States.  New  York, 

1926 , p 307 

(3)  v/.H.  Kiekhofer,  Economic  Principles.  Problems  and  Policies 

New  York,  1936,  p 698 

(4)  Gity  auditor’s  Report.  City  of  Providence,  p 7 

(5)  Ibid.,  p 40 
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'Jater  bills  are  sent  out  and  collected  directly  by  the  City 
Treasurer. 

As  for  the  other  three  utilities,  expenditures  are  so 
high  in  proportion  to  income  that  no  attempt  is  at  present  made 
to  operate  then  on  a self-supporting  basis.  Large  developmental 
expenditures  have  been  made  in  the  last  few  years  for  docking 
facilities,  and  if  the  city  should  be  able  to  recapture  some  of 
its  former  prestige  as  a major  Eastern  port,  increased  revenue 
might  make  its  municipal  docks  a very  valuable  asset.  At  present 
all  exist  as  service  enterprises  rather  than  for  the  revenue  they 
bring  in. 

The  table  below  shows  the  experience  of  American  cities 
with  this  type  of  revenue  during  the  degression  years.  Its  steady 
rise  over  the  period  will  be  noted.  Figures  of  course  relate  to 
gross  rather  than  to  the  net  return;  group  figures  for  the  latter 
are  not  available  because  of  differences  that  exist  in  accounting 
nractices . 

(1) 

Table  X 

Revenue  from  Public  service  Enterprises 
(Cities  of  100,000  Inhabitants  and  Mor e , Totals  in  Thousands) 

Per  Capita  Percent  of 

Year  Amounts  Income  Total 


1932 

$238,258 

36.43 

9.3 

1933 

242,568 

6 . 36 

9.5 

1934 

266,433 

7.09 

9.8 

1935 

277,176 

7.37 

9.5 

1936 

302,317 

6.03 

10.4 

nr  Financial  Statistics  of  Cities,  quoted  in  Iieff,  launicipal  Finance, 

p 109 
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External  Aid  by  State  and  Federal  Governments 

The  most  important  element  of  all  that  has  lately  en- 
tered the  municipal  revenue  picture  is  the  external  aid  contributed 
to  the  city  by  the  state  and  federal  governments.  Developing 
chiefly  as  a result  of  the  depression,  external  aid  became  the 
savior  of  many  a city  during  the  dark  days  of  the  thirties.  It 
took  either  or  both  of  two  forms:  the  locally-shared  tax,  and  the 

outright  grant-in-aid. 

There  was  a time  when  it  was  the  state  that  was  thought 

of  when  external  aid  4-s- mentioned , and  especially  if  it  was  of 

the  first  type.  Since  1933,  however,  the  country  has  seen  the 

federal  government  assume  first  place  in  this  respect,  with  its 

p'rant-in-aid.  "Figures  through  1935  indicate  that  federal  errant s 

(1) 

to  cities  had  outstripped  state  grants,  24.5$  to  16.5$  in  1935." 
Together,  it  was  estimated  that  in  1936  state  and  federal  contri- 
butions had  reached  an  average  of  40  ner  cent  of  total  local 

(2) 

revenues.  With  a return  to  better  business  conditions,  this  es- 
timate seems  somewhat  high  for  more  recent  years,  and  certainly 
it  is  too  high  for  most  cities  in  this  section  of  the  country. 

Starting  in  or  about  1930  there  was  a verj"  definite  trend 
to  outside  aid  on  the  part  of  municipal  bodies  in  search  of  much- 
needed  revenue.  In  1926  when  the  property  tax  was  yielding  71$ 
of  the  total  revenue,  grants  amounted  to  but  4.3$;  in  1936  the 
figures  were,  respectively,  66.3 $ ana  14.5$.  Both  state  and 
federal  governments  had  risen  to  the  occasion.  Money  was  let  out 
in  some  cases  as  the  only  salvation  of  the  city,  in  others  be- 

(1)  Ridley  and  Molting,  Municipal  Year-Book,  p 30 

(2)  Twentieth  Century  Fund,  quoted  in  Municipal  Year-Book,  p 38 

(3)  Financial  Statistics  of  Cities.  Bureau  of  Census 

(Washington , 1939) , p 6 
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cause  of  the  supervisory  powers  it  gave  over  certain  governmental 
functions.  It  was  long  recognized  that  many  of  the  services  that 
historically  lay  in  the  municipal  field  had  state  or  national 
aspects.  Highways  had  been  partially  financed  by  the  higher 
authorities  on  this  premise  for  some  time.  It  came  to  be  admitted 
that  school  expenditures  were  of  a like  nature,  in  that  the  student 
was  a part  of  something  bigger  than  the  small  locality  in  which 
he  spent  his  early  years.  There  is  much  to  be  said  for  the  view 
that  along  this  line  America  has  outgrown  many  of  its  earlier 
theories.  Because  of  modern  communication  and  transportation 
facilities  perhaps  revision  of  them  should  be  made  so  as  to  recog- 
nize the  fact  that  the  individual  is  now  a citizen  of  the  nation 
rather  than  of  the  small  community  in  which  he  maintains  his 
residence.  This  is  surely  the  trend  evidenced  by  those  in  control 
of  government  for  the  last  decade. 

There  has  been  one  limiting  factor,  from  the  view-point 
of  the  city,  to  the  use  of  these  outside  contributions  and  this 
is  that  the  city  tends  to  become  unwilling  tc  submit  to  the  govern- 
ment furnishing  it  with  funds  when  the  "amount  derived  is  con- 
sidered incommensurate  with  the  measure  of  loss  in  s elf-determina- 

(1) 

tion"  suffered.  The  question  of  administrative  supervision  and 
control  invariably  arises,  and  this  is  especially  true  with  respect 
to  the  grant-in-aid  since  it  is  almost  always  earmarked  for  a 
specific  purpose.  The  locally-shared  tax  on  the  other  hand  is  not, 
and  the  lack  of  supervision  that  usually  accompanies  this  method 
of  aid  is  one  of  its  less  commendable  aspects. 


TTTT7  Newcomer,  quoted  in  Neff,  Municipal  Finance,  p 90 
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Home  Rule 

Home  rule  versus  centralization  is  a topic  uoon  which 
much  can  be  said  pro  and  con.  Rhode  Island  historically  has 
always  stressed  home  rule  and  viewed  with  alarm  anything  that 
threatened  it,  but  even  under  recent  Republican  administration 
external  aid  has  been  eagerly  sought  and  accepted  by  many  of  its 
larger  municipalities.  It  has  been  held  that  the  city  is  rela- 
tively incauable  of  governing  itself  in  that  it  cannot  command 

(1) 

the  services  of  the  more  expert.  On  past  performance  it  is 
also  said  to  have  demonstrated  its  inability  to  recognize  and 
live  up  to  its  social  and  economic  responsibilities.  It  is 
claimed  that  in  recent  years  there  are  but  few  municipal  functions 

(a) 

which  do  not  hold  a state-wide  interest.  Finally,  the  argument 
is  made  that  aid  must  be  given  poorer  communities,  not  only  in 
money  but  in  technical  services  as  well,  to  enable  them  to  keep 
up  with  their  more  fortunate  neighbors,  and  if  there  is  a duty  on 
the  part  of  the  latter  to  supply  this  help  there  should  also  be 
the  right  to  supervise  its  administration.  One  thing  is  certain: 
the  one  who  holds  the  purse-strings  has  the  power.  There  is  no 
quest'on  but  that  many  of  our  municipal  units,  here  in  Hew  England 
as  well  as  in  other  parts  of  the  country,  have  gladly  sacrificed 
some  degree  of  freedom  to  secure  aid.  The  loss  in  self-rule  that 
has  accompanied  the  acceptance  of  this  help  has  not  deterred  most 
of  them  from  seeking  it. 

Both  the  grant-in-aid  and  the  shared  tax  will  undoubtedly 
continue  to  be  used  by  local  governments  during  periods  of 
economic  distress.  We  shall  eventually  see  improvement  in  the 

(1)  H.L.  McBain,  American  City  Progress  and  the  Law .(New  York,1918)p  4 
(£)  C.A.  Beard,  ^imerican  Government  and  Politics.  [Few  York,  1920)  p 704 
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regulations  governing  the  use  of  such  funds  and  standarizati on  of 
the  procedure  connected  with  securing  them.  Both  these  devices 
point  to  a trend  already  noted,  the  move  toward  centralization 
that  if  unchecked  may  ultimately  lead  to  the  complete  wiping-out 
of  old-time  governmental  boundaries  of  power  and  influence.  At 
present  ’'the  pledges  often  exacted  in  order  to  qualify  for  the 
share  of  the  state  revenue  make  it  fully  apparent  that  without 

adeauate  financial  power  municipal  home  rule  is  a paper  privilege 

(1) 

only".  We  have  seen  that  of  late  the  f ederal  government  has 
taken  over  the  position  of  the  state  to  some  extent  in  exacting 
these  pledges  and  supplying  this  aid,  and  hence  has  become  an  even 
more  vital  factor  in  this  connection.  This  but  serves  to  inten- 
sify the  rapidity  of  our  drift  tov/ard  centralization.  It  seems 
generally  agreed  that  state-local  sharing  plans  will  continue  for 

many  years  ahead  and  that  also  "federal-city  contacts  are  likely 

(2) 

to  increase  in  number  in  the  future,  as  well  as  in  importance.'' 
Separation  of  Tax  Sources 

Should  or  can  there  be  a sharp  and  definite  division  of 
tax  sources,  a stipulated  apport ionmen t among  the  three  powers  or 
at  least  between  state  and  city?  should  an  attempt  be  made  to 
allocate  such  properties  as  intangibles  and  the  larger  corporate 
holdings  to  the  state  and  leave  items  of  a purely  local  nature  to 
the  smaller  community,  on  a greater  scale  than  is  done  at  present? 
Apparently  some  three  or  four  decades  ago  this  idea  was  widely 
advocated,  but  it  has  not  been  of  much  practical  value.  If  it 
could  be  successfully  applied  it  should  result  in  improvement  in 

(l)  II.  ITewcomer,  '*I?e.tional  Tax  Association  Proceedings1.'  1936,  n 275 
(&)  Paul  V.  Betters,  decent  Federal-"ity  Relations, 

(hew York  1936)  p 143 
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tax  administration,  but  the  problem  lies  in  its  apolicat ion.  At 
the  root  of  all  municipal  problems  lies  the  complexity  of  modern 
society.  In  the  past  there  has  been  much  criticism  of  local  tax 
affairs,  especially  in  relation  to  real  estate  assessment,  but 
it  has  never  been  shown  that  complete  division  of  sources  would 
be  any  more  successful  even  though  the  existing  system  has  so  many 

shortcomings.  California  tried  the  separation  plan  but  called  it 

(1) 

"a  blind  alley”.  In  the  words  of  one  authoritv,  '’separation  no 

(2) 

longer  appears  the  fiscal  panacea  it  was  once  hailed.”  The  old 
lines  that  used  to  divide  these  various  governmental  organisms 
one  from  another  now  seem  to  be  becoming  fainter  and  economically 
logical  apportionment  harder. 

Figures  showing  the  historical  trend  of  receipts  from  the 
grant-in-aid  since  the  War  are  presented  in  Tables  XI  and  XII. 

It  is  notable  that  with  the  exception  of  1936  a steady  rise  has 
been  experienced,  and  while  much  of  it  came  from  increased  grants 
for  education  the  greater  relative  increase  has  been  for  other 
purposes . 


In  1940  in  the  city  of  Providence,  receipts  from  the 

State  of  Rhode  Island  totaled  #2,249,246,  or  about  7.74  per  cent 

(3) 

of  the  total  city  income.  Grants  from  the  United  States  govern- 

(4) 

ment  amounted  to  $1, 265, 322,  or  about  4.35  per  cent  of  this  total. 
The  combined  total  of  11.09  per  cent  represents  a rather  sizable 
portion  of  the  city’s  total  income  but  does  not  come  anjrwhere  near 
the  previously  cited  average  for  cities  throughout  the  country. 
Providence  obviously  is  not  one  of  our  poorer  communities. 


(1)  Final  Report,  California  State  Tax  Commission,  1939,  p 52 

(2)  W. <T.  Shultz,  American  Public  Finance,  p 669 

(3)  City  .auditor’s  Report.  City  of  Providence,  pp  7 and  41 

(4)  Ibid. 
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(1) 

Table  XI 


Revenue  Receipts  from  Subventions  or  Grants-in-Aid 

Total  For  For  other 


Year 

(in  thousands) 

Education 

Purposes 

1929 

$115,942 

$100,116 

$15,826 

1930 

126,236 

107,169 

19,013 

1931 

149,616 

121,916 

27,700 

1932 

180,938 

118,952 

61,987 

1933 

273,289 

130,863 

142,426 

1934 

329 , 540 

113,170 

216,370 

1935 

419,797 

159,451 

260,346 

1936 

372,682 

162,407 

108,275 

Subventions 

and  Grants, 

(2) 

Table  XII 

Donations  and  Pension 

assessments* 

Year 

Total 

( in  millions) 

Per 

Capita 

Percent  Total 
Revenue 

1919 

$10.4 

$1.46 

5.0 

1924 

23.7 

2.64 

5.6 

1929 

33.8 

3.25 

5.6 

1931 

39.2 

3.64 

6.6 

1932 

43.1 

3.93 

7.8 

1933 

55.9 

5.12 

11.0 

1934 

52.3 

4.80 

9.9 

1935 

59.3 

5.43 

10.9 

1936 

73.7 

6.75 

12.9 

*Cities  of  100,000  to  300,000  population 


(1)  Financial  Statistics  of  Cities,  summarized  in  Neff, 
Municipal  Finance,  n 91 

(2)  Ibid. , p 92 
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In  breaking  down  the  figures  representing  receipts  from 
the  federal  government  we  find  they  were  about  evenly  distributed 
as  grants  for  the  following:  municipal  dock,  police  and  fire 
station,  coagulation  basins,  water  works,  and  traffic  viaduct. 
State  contributions,  on  the  other  hand,  were  divided  between 
grants-in-aid  and  shared  taxes.  The  former  were  by  far  the  more 
important  in  amount,  amounting  to  $1,882,261  or  $616,939  more  than 
was  received  from  the  federal  government  on  this  basis.  They 
were  made  principally  for  unemployment  relief,  public  schools,  de- 
pendent children,  and  old-age  pensions.  The  balance  of  $366,984 
received  from  Rhode  Island  came  from  shared  taxes,  most  important 
of  which  were  horse-racing  and  liquor  receipts. 

Conclusion 

We  may  conclude  this  discussion  of  municipal  revenue  and 
its  various  sources  with  a composite  table  showing  receipts  of 
cities  of  more  than  100,000  population  in  the  year  1937,  and  their 
relative  importance.  This  follows  the  classification  recommended 
by  the  National  Committee  on  Municipal  accounting  and  is  composed 
of  the  latest  group  figures  available. 
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(1) 

Table  XIII 

Receipts  of  Cities  over  100,000  population,  1957 

(Public  Service  Enterprises  excluded) 


Total 

Per 

Source  (in 

thousands) 

Can it  a 

Total 

C-eneral  Property  Taxes 

1,767,186 

46.91 

65.2 

Other  local  taxes: 

Property  other  than 
general 

8,485 

.07 

.1 

Business 

53,972 

1.43 

2.0 

Sales  and  service 

55,852 

1.48 

2.1 

Poll 

8,235 

.06 

.1 

All  other 

3,786 

.10 

.1 

Licenses  and  permits: 

Use  of  street 

12,253 

.33 

.5 

Other : 

Business 

36,456 

.97 

1.3 

Non -business 

5,550 

.15 

.2 

Fines,  forfeits  and 

penalties 

12,103 

.32 

.4 

(l)  Bureau  of  Census , 


Financial  Statistics  of  Cities,  1937,  p 3 
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Chapter  III 

Principles  Governing  Debt  Policy 
Public  Debt 

411  municipal  borrowing  rests  upon  two  fundamentals  of 

credit:  the  power  to  tax  and  the  reliance  upon  real  estate  as  the 

(1) 

basis  of  credit.  In  this  country  public  borrowing  is  perhaps  as 
old  as  the  existence  of  formal  government  itself.  Cne  of  the 
first  instances  of  its  use  occurred  in  1698  when  the  Massachusetts 
Bay  Colony  issued  bills  of  credit  to  pay  its  soldiers.  Early 
public  debt  was  incurred  for  the  financing  of  wharves  and  piers, 
paved  streets,  sewers  and  aqueducts,  public  buildings  and  public 
parks.  But  as  we  know  it  today,  however,  it  is  almost  entirely 
a phenomenon  of  the  latter  part  of  the  past  and  of  the  present 
century.  Bonds  for  New  York  Cityfs  first  water  supply  were  issued 
in  1837-1838,  but  it  is  only  during  the  past  forty  years  that 
municipal  bond-selling  has  really  come  into  its  own. 

Forms  of  Public  Indebtedness 

In  the  words  of  one  authority  "the  municipal  bond  is  a 
creature  of  law.  There  is  no  other  security  which  to  the  same  ex- 
tent owes  its  incidence  to  law  and  not  only  to  law  but  to  stata- 
tory  law."  Modern  governmental  credit,  in  the  opinion  of  another 

author,  rests  "solely  upon  the  will  of  the  ueople  to  recognize  a 

(2) 

legally  contracted  debt."  Seen  from  these  two  aspects  there  are 
four  forms  municipal  indebtedness  may  take.  First  and  usually 
most  desirable  is  the  general  obligation  bond  which  is  secured  by 
the  unlimited  power  of  the  community  to  tax.  -Second,  is  the 

(1)  L.  Lebenthal.  "ABC~~of  municipal  Bonds"  f New  York,  1937,  p 144 

(2)  Neff,  Municipal  Finance,  p 115 
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revenue  bond  used  in  utility  financing  and  defined  as  "an  obliga- 
tion of  a revenue-producing  enterprise  or  property,  payable  solely 

(1) 

from  the  revenues  of  that  enterprise  or  property."  Third  is  the 
tax  anticipation  note  or  certificate,  which  is  also  generally  con- 
sidered of  high  quality.  Finally,  we  have  the  special  assessment 

bond,  of  which  there  are  two  types:  the  "general-specials"  and 

(2) 

the  "special-specials".  The  general-special  is  one  that  "be- 
comes a charge  against  the  full  faith  and  credit  of  the  municipality 
should  collections  on  the  special  assessments  be  inadequate  to 
care  for  principal  and  interest  payments;  the  special-special  is 
one  that  "is  not  a charge  against  the  municipality,  but  only 

against  the  assessment  mone}?-  collected,  or  against  the  property 
(3) 

benefited.”  It  is  this  last  type  that  is  usually  considered  least 

attractive  from  the  investor’s  point  of  view,  since  it  has  proved 

itself  in  the  past  to  have  resulted  in  the  largest  percentage  of 
(4) 

defaults . 

Principles  Governing  Bond  Selling 

At  the  core  of  public  borrowing  we  find  that  certain 

very  definite  conditions  govern  a community’s  success  or  failure 

in  the  process  of  raising  funds.  Stability  of  government  is  of 

course  essential,  as  is  the  existence  of  ample  wealth  within  the 

(5) 

range  of  its  influence.  There  must  be  a well-established  respect 
for  contractual  obligations  on  the  part  of  the  citizens  of  the 
community,  and  a record  of  past  performance  proving  that  it  takes 
cognizance  of  the  importance  of  meeting  both  principal  and 
interest  payments  when  due.  The  organization  of  its  government 


IT)  Shatters  & rtillhouse , Local  Government  Debt  administration 

(New  York,  1939)  p £41 

(2)  Ibid.  , p 188 

(3)  Ibid.,  p 188 

(4)  L.  Lebenthal ,ABC  of  Municipal  Bonds,  (New  York,  1937)  p 27 

(5)  Neff,  Municipal  Finance,  p 122 
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must  be  such  that  its  officials  keep  its  actions  well  within  its 
constitutional  power-.,  and  are  subject  to  at  lfcuSt  some  degree  of 
budgetary  control,  ^nd  in  the  final  analysis  the  v/orth  of  the 
bond  will  depend  upon  the  people’s  acceptance  of  the  debts  in- 
curred by  their  representatives.  Its  distinctive  features  in  this 
respect  are  illustrated  by  the  quotation  previously  cited  in  part: 
"if  public  credit  is  founded  on  security  such  as  a o led  ere  or  a 
mortgage,  it  is  real  credit;  and  if  it  rests  on  neither  of  the 
above  but  solely  upon  the  will  of  the  people  to  recognize  a legally 
contracted  debt,  it  is  modern  governmental  credit.’’ 

According  to  the  Bureau  of  the  Census  classification, 
there  are  two  general  purposes  for  which  the  bond  is  issued:  for 

general  departments  and  municipal  service  enterprises,  and  for 

(2) 

public  service  enterprises  and  investments.  Perhaps  a better 
initial  approach  to  the  principles  governing  the  floating  of  bends 
would  be  through  a consideration  of  what  bends  should  not  be 
issued  for.  heedless  to  say,  they  should  not  be  sold  as  subsidies 
to  privite  enterprise,  either  as  direct  grants  or  for  the  our chase 
of  an  interest  therein.  They  should  not  be  used  as  direct  or 
indirect  aids  in  real  estate  development.  In  financing  capital 
improvements  it  should  first  be  determined  as  certainly  as  possible 
that  the  improvements  are  necessary  at  that  time,  and  that  they 
are  not  of  a minor  character  or  of  such  a nature  that  they  could 
better  be  supported  cut  of  current  revenues.  Costly  small  issues 
should  be  avoided.  Regularly  recurrent  capital  expenditures  should 


(1)  Ibid. , p 115 

(&)  Bureau  of  Census,  Financial  statistics  of  Cities,  tabulations 
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not  be  paid  for  in  this  way  but  rather  out  of  the  current  budget. 

Usually  it  is  considered  improper  to  use  the  bond  for  the  purchase 

of  equipment  that  is  movable  and  thatAan  estimated  life  of  less 

than  five  years.  The  funding  of  deficits  in  operating  budgets 

is  frowned  upon.  Finally,  it  is  suggested  that  bonds  should  not 

be  used  for  emergency  relief  purooses,  as  these  also  could  be 

(1) 

handled  by  including  them  in  the  current  budget.  Interest  pay- 
ments may  be  made  less  burdensome  by  the  simple  expedient  of 

"synchronizing  the  first  rax  due  date  with  the  fiscal  vear's  ouen- 

(2) 

ing,  and  by  the  use  of  quarterly  tax  payments." 

As  a fundamental  rule,  bonds  should  run  for  the  short- 
est neriod  consistent  with  abilitv  to  nay.  "The  maturity  of  a 

(3) 

debt  should  be  short  of  the  life  of  the  improvement"  it  finances. 

The  life  of  the  bond  should  ideally  be  about  ninety  per  cent 
of  the  useful  life  of  the  capital  improvement  financed  with  it. 
7/henever  bonds  are  sold  for  purposes  such  as  those  enumerated  in 
the  preceding  paragraph,  naturally  they  should  be  of  as  short 
maturity  as  possible.  If  the  community  flouting  the  issue  is  de- 
pendent upon  one  or  two  basic  industries  from  the  economic  aspect, 
or  experiences  a radically  fluctuating  business  cycle,  again  there 
should  be  the  tendency  to  make  the  maturity  of  its  bonds  short 
for  safety.  Finally,  the  prevailing  interest  rate  will  have  a very 
direct  bearing  upon  maturity,  and  in  some  instances  may  alone  de- 
termine the  length  of  time  the  issue  is  to  run. 

The  Sinking  Fund  versus  Serial  Bond 

In  relation  to  its  payment  provisions  the  bond  may  be 

ITT  Chatter, & Hillhouse,  Local  Government  Debt  Administration,  t>  353 

(2)  Ibid.,  p 354 

(3)  Neff,  Municipal  Finance,  p 146 
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either  the  sinking  fund  or  serial  type . For  most  communities  and 
under  most  circumstances  the  second  is  considered  preferable. 

The  investor  usually  shows  a greater  partiality  for  it  not  only 
because  in  the  past  it  has  generally  proved  safer,  but  also  be- 
cause of  the  greater  spread  and  variety  offered  in  its  maturity 
dates.  It  is  also  to  be  preferred  from  the  administrative  view- 
point, since  actuarial  computations  are  minimized  and  the  problems 
of  insufficient  cash  or  excess  and  idle  cash  need  not  plague  the 
finance  officer.  On  the  other  hand,  the  sinking  fund  bond  does 
have  its  advantage,  especially  for  larger  and  more  responsible 
municipalities.  The  fund  can  usually  be  used  to  absorb  a new 
issue  should  the  general  market  prove  unsat  isf  act  or  3^ , and  during 

periods  of  strain  there  is  none  of  the  "rigidity"  of  retirement 

(1) 

pa3nents  that  go  hand  in  hand  with  the  serial  type. 

If  serial  bonds  are  employed,  the:'  may  take  one  of 
several  forms.  They  may  be  the  straight  serial,  where  the  annual 
payments  of  principal  are  about  equal  and  the  interest  natural^7 
falls  off  3'-ear  by  year  because  of  the  smaller  base,  or  they  may 
be  of  the  serial  annuity  variety,  where  the  amount  of  maturing 
principal  steadily  increases  each  year  so  that,  because  of  the 
declining  interest  payments,  the  result  is  a fairly  uniform  debt 
service  charge  each  year.  The3r  -may  also  be  sold  on  the  deferred 
serial  basis,  or  the  irregular  serial  plan.  The  first  is  that 
under  which  the  straight  serial  basis  may  be  used  but  the  first 
maturity  is  put  off  until  some  time  after  the  first  year,  and 
the  second  is  found  where  the  yearly/  principle  paj/ments  vary  but 
not  in  such  a manner  that  the  result  is  a stead:/  annual  charge 
as  in  the  case  of  the  serial  annuit:/.  Cf  all,  "the  straight 


( 1) Ibid. , p 19 
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(1) 

serial  is  usually  preferable  to  any  other  type." 

Arrangements  for  the  retirement  of  a bond  issue  should 

usually  provide  for  payments  beginning  with  the  first  year  after 

the  issue  has  been  sold.  From  that  point  on,  payments  should  be 

regular  and  mandatory.  In  a weak  or  not  too  closely  controlled 

government  we  see  here  one  of  the  advantages  of  the  serial  plan  - 

there  is  a definite  amount  due  to  an  outsider  and  the  city’s 

credit  standing  would  be  immediately  affected  should  payment  not 

be  made,  '[here  the  sinking  fund  is  used,  there  should  be  provision 

in  the  bond  contract  for  these  annual  contributions  and  city 

officials  should  be  held  strictly  accountable  for  any  variations 

in  policy.  Too  often  in  the  oast  have  such  funds  been  used  for 

purposes  at  variance  with  those  for  which  they  were  created. 

Finally,  although  refunding  is  a legitimate  and  oftentimes  highly 

desirable  part  of  debt  administration  it  should  never  be  so  used 

as  to  make  debt  "peroetual"  - constant  refunding  is  "diametrically 

(2) 

opposed  to  sound  policy." 
statistics  on  Municipal  Indebtedness 

Table  XIV  shows  the  growth  of  municipal  indebtedness  as 
shown  by  figures  taken  from  Bureau  of  Census  reports  for  selected 
years  since  the  turn  of  the  century.  The  1920’s  saw  municipal 
borrowing  come  into  its  ov/n,  for  it  was  during  this  period  of 
easy  money  and  excessive  optimism  that  indebtedness  reached  its 
peak,  especially  in  financing  the  expansion  of  general  governmental 
functions. 

It  will  be  seen  in  Table  XV  that  during  the  depression 
an  attempt  was  made  to  check  this  steady  upsurge  of  debt.  Again 


TTJ  Ibid. , p 22 
(2)  Ibid. , p 22 
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(1) 

Table  XIV 

Comparative  Table  Showing?  Purposes  for  which  Municipal  Indebtedness 

ivas  Incurred* 

Gross  Debt  Incurred  for  Gross  Debt  Incurred  for 

General  Departments  and  Public  Service  Enterprises 


Municipal  Service  Enterprises  and  Investments 


Year 

Total 

( in  millions) 

Per  Capita 

Total 

(in  millions) 

Per  Capita 

1904 

$ 816 

$37.85 

$ 

422 

$19.59 

1908 

1,118 

46.47 

561 

23.30 

1912 

1,992 

67.95 

843 

28.76 

1917 

2,544 

76.49 

1 ,087 

32.68 

1923 

4,098 

104.61 

1,483 

37.85 

1924 

5,088 

127.26 

1,008 

25.21 

1925 

5,516 

135.33 

1,135 

27.85 

1926 

6,049 

144.57 

1,236 

29.53 

1927 

6,521 

152.65 

1,327 

31.06 

1928 

6,987 

160.84 

1,381 

31.79 

1929 

7,514 

169.54 

1,448 

32.67 

1930 

7,205 

151.91 

2,813 

59.31 

1931 

6,619 

137.09 

2,968 

61.48 

*Cities  of  30,000  and  more  inhabitants 


(l)  Neff,  Municipal  Finance,  p 127 
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public  service  enterprise  obligations  were  fairly  steady,  but 

the  debt  incurred  for  general  government  purposes,  particularly 

as  shown  in  the  per  capita  column,  began  to  taper  off.  This 

trend  carried  over  into  1937,  when  the  ner  capita  figure  was  es- 

(1) 

timated  to  be  j>142.24. 

The  final  schedule  on  this  topic,  Table  XVI,  shows  a 
break-down  of  these  general  departmental  expenditures.  It  is 
noticable  that  indebtedness  for  school  expenditures  climbed  very 
fast  up  to  the  beginning  of  the  depression  and  then  dropped 
slightly;  that  indebtedness  for  other  purposes  followed  the  same 
general  trend,  their  rising  curves  lasting  longer  perhaps  but 
then  falling  more  sharply. 

Municipal  Debt  in  Rhode  Island 

Rhode  Island  municipal  debt  also  rose tremendouslv  during 

TdhU  T&S~ 

the  late  20’ s.  The  following  tabula tion^shows  its  trend  over 
ten-year  intervals  since  1900  both  in  total  and  per  capita. 

Forms  of  Providence  Indebtedness 

Turning  no w to  the  city  of  Providence,  we  find  that 
its  long-term  financing  has  been  done  through  the  sale  of  both 
sinking  fund  and  serial  bonds.  Of  all  the  bonds  in  its  general 
debt  that  have  been  issued  and  remain  outstanding  in  whole  or  in 

nart  on  September  30,  1940,  ^18,461,000  were  of  the  sinking  fund 

(2) 

type  and  ^41,150,000  were  serial  bonds.  Of  the  latter,  all  but 
one  issue  were  of  the  straight  serial  class,  and  this  issue, 
floated  in  1939  to  finance  rehabilitation  for  hurricane  damage, 
was  a delayed  or  deferred  serial  issue  whose  first  principal  pay- 

(1)  Bureau  of  Census,  Financial  Statistics  of  Cities,  p 6 

(2)  City  auditor’s  Report.  City  of  Providence . pip  30-55 
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(1) 

Table  XV 

Comparative  Table  Showing  Purposes  for  which  Municipal  Indebtedness 

was  Incurred*  " 

Gross  Debt  Incurred  for  Gross  Debt  Incurred  for 

General  Departments  and  Public  Service  Enterprises 

Municipal  Service  Enterprises  and  Investments 


Year 

Total 

Per  Capita 

Total  Per 

Cap it  i 

( in  millions) 

( in  millions ) 

1930 

v6 ,080 

^166.80 

$2,554  5 

:70.07 

1931 

5,469 

147.46 

2,707 

72.98 

1932 

5,823 

154.31 

2,605 

69.03 

1933 

5,872 

156.66 

2,617 

69.83 

1934 

5,797 

154.23 

2,680 

71.29 

1955 

5,583 

148 . 38 

2,714 

co 

r— 1 

C\2 

l> 

1936 

5,447 

144.66 

2,638 

75.37 

*Cities  of  100,000  and  more  inhabitants 

(2) 

Table  XVI 

Indebtedness  Incurred  for  General  Purposes* 
""Totals  (in  millions) 

Sewers  and  Park  and 


Year 

Schools 

Highways 

Sewage 

Disposal 

Playgrounds 

1905 

$ 123 

$ 

55 

00 

00 

1910 

206 

v 320 

126 

138 

1915 

275 

299 

167 

147 

1918 

343 

492 

196 

161 

1930 

1,241 

1,123 

642 

314 

1931 

1,287 

1,164 

650 

325 

1932 

1,263 

1,144 

656 

321 

1933 

1,219 

1,082 

686 

331 

1934 

1,194 

1,033 

688 

317 

1935 

1,210 

970 

686 

317 

1936 

^Cities 

1,200 

of  100,000 

911 

and  more 

675 

inhabitants 

301 

IT)  Ibid.,  p 128 
(2)  Ibid. 
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Table  XVII 

(1) 


Let  Debt 

of  Local  Governments 

in  Rhode  Island 

Year 

amount 

(in  thousands) 

Per  Capita 

1902 

$25,530 

56.84 

1912 

25,589 

44.15 

1922 

39  ,901 

64.32 

1932 

93,546 

134.41 

1937 

93,531 

137.34 

ment  is  to  fall  due  in  1945.  All  the  bonds  sold  for  water  supply 
indebtedness  were  also  sinking  funds  bonds,  and  the  $18,000,000 
of  these,  which  are  in  addition  to  the  above  general  debt  figures, 
result  in  a total  of  close  to  thirty-six  and  a half  million  for 
the  sinking  fund  type. 

vie  shall  analyse  the  make-up  of  these  issues  later  in 
our  consideration  of  the  specific  subject  of  Providence  city  debt. 
Generalizations  are  all  we  are  interested  in  now.  It  might  be 
worthwhile  to  point  out,  however,  that  the  one  purpose  for  which 
the  most  bonds  have  been  issued  is  education  expenditures.  Second, 
regardless  of  the  principle  regarding  relief  bonds  advocated  above 
for  most  cities,  approximately  17  per  cent  of  the  general  debt  has 
been  incurred  to  finance  unemployment  relief.  We  have  already  seen 
that  most  authorities  favor  handling  relief  in  the  current  budget. 
Tor  the  last  few  years  relief  has  been  one  of  Providence’s  most 
pressing  problems,  and  right  now  is  the  point  around  which  all 
contemplated  debt  revision  programs  revolve. 

tl)  Statistical  Abstract  of  UW,  . 1940,  p 225 
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Maintaining:  Control  over  Long-term  Debt 

From  the  administrative  viewpoint  there  must  be  certain 
safeguards  present  to  govern  the  handling  of  city  indebtedness. 

One  of  the  first  is  the  determination  of  the  maximum  debt  burden 
the  city  can  carry.  There  is  no  single  rule-of -thumb  for  this 
determination.  The  limit  to  be  set  may  best  be  described  as 
"reasonable'*  in  the  light  of  the  city’s  own  peculiar  circumstances  - 
well  within  the  legal  limit  but  set  with  all  the  aids  that  an 
experienced  fiscal  officer  can  command.  The  ratio  of  net  debt 
to  assessed  valuation  max'-  be  employed  as  an  aid  on  a comparative 
basis  where  the  latter  does  not  fluctuate  too  widely  from  year 
to  year.  A per  capita  figure  should  also  be  worked  out  and  this 
should  be  made  the  "measuring  rod*  for  the  debt  maximum  in  com- 
parison with  others  of  the  same  economic  class. 

Debt  Service  Charges 

xi.  very  important  factor  here  is  the  amount  of  the  annual 
dfebt  service  that  must  be  carried  in  the  total  budget.  "Debt 
service  should  not  exceed  25  per  cent  of  the  total  annual  budget; 
or  more  accurately,  interest  requirements  for  the  year  plus  re- 
tirement of  5 per  cent  of  the  principal  should  not  exceed  25  per 

(1) 

cent  of  the  budget."  The  time  at  which  debt  is  incurred  is  im- 
portant because  the  incurring  of  too  much  debt  during  a period 
when  interest  rates  are  high  or  when  everyone  is  imbued  with  false- 
prosperity  optimism  may  soon  become  dangerous.  The  test  there- 
fore is  not  in  the  gross  or  net  debt  alone  but  in  the  relationship 
its  principal  and  interest  repayments  will  have  to  each  year’s 


TH  Chatters  and  Hillhouse,  Local  Government  Debt  Administration,  p 357 
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budget  over  the  years  ahead.  On  this  latter  point,  we  find  that 
one  authority  recommends  that  "the  average  maturity  of  the  debt 

U) 

should  generally  not  exceed  twenty  years." 

A debt  maturity  schedule  is  of  much  help  in  spacing 
issues  as  to  maturity  dates.  If  a tabulation  is  made  of  both 
interest  and  principal  requirements  so  that  a schedule  can  then 
be  prepared  for  each  class  of  debt  and  for  each  year  over  a stated 
minimum,  future  issues  can  be  worked  into  the  picture  in  a 
scientific  way  to  prevent  all  payments  falling  due  in  an  unnecess- 
arily short  interval.  Fach  new  issue,  in  other  words,  could  be 
fitted  into  this  general  long-term  picture.  For  most  municipal- 
ities it  would  seem  that  in  the  ideal  situation  there  would  be 
no  bonds  payable  form  general  taxes  with  maturities  longer  than, 
say,  twenty  years,  and  these  that  had  been  issued  on  this  basis 
would  be  gradually  stepped  down  so  as  to  make  room  for  new  borrow- 
ing. The  future  debt  service  trend  should  of  course  always  be 
downward,  as  a trend  other  than  in  this  direction  would  almost 
always  be  considered  very  dangerous. 

Capital  Budgeting 

In  scientific  city  administration  capital  budgeting  is 
an  extremely  important  part  of  the  finance  department’s  work.  In 
essence  it  means  the  working  out  of  a long-term  capital  improve- 
ment program,  and  a coordinated  planning  of  the  methods  bv  which 

(2) 

the  necessary  capital  expenditures  will  be  financed.  It  will 
be  most  successful  in  those  communities  where  there  is  not  too 
rapid  a change  in  political  administration  or  under  circumstances 


( 1)  Ibid.  , p 357 , footnote  2 

( 2)  Ibid . , p 359 
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favoring  a year-to-year  continuation  of  policies  and  the  more 
influential  parts  of  personnel,  a.  five  or  ten  year  period  may 
be  taken,  and  both  the  anticipated  capital  improvement  needs  and 
the  estimated  receipts  for  that  time  will  be  carefully  weighed. 
iTot  only  will  the  necessity  of  the  improvements  have  to  be  agreed 
upon,  but  if  they  are  needed  it  must  be  decided  when  they  can 
best  be  made  and  whether  they  should  be  paid  for  from  borrowings 
or  on  a partial  pay-as-you-go  basis. 

The  objectives  of  capital  budgeting  are  a careful  bal- 
ancing of  future  needs  with  ability  to  pay  and  the  arrangement 
of  capital  improvements  in  their  proper  sequence.  It  tends  to 
stabilize  municipal  construction  activity  over  a period  of  years, 
and  this  is  generally  considered  desirable  from  all  aspects-- 
administrative,  debt  control,  and  economically  in  that  it  levels 

emoloyment  and  pavrolls.  It  also  often  -nrovides  the  basis  for  a 

(1) 

gradual  shift  to  a pay-as-you-go  policy.  It  may  encourage  or  be 
accompanied  by  an  active,  permanent  citizens’  advisory  committee 
among  whose  functions  will  be  that  of  counteracting  proposals  of 
the  many  and  varied  pressure  groups  that  so  often  are  the  bane  of 
fiscal  administrators. 


(1)  Ibid. , p 364 
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The  Pay-as-you-go  Plan 

According  to  the  handbook  of  municipal  administration 

(1) 

.iust  referred  to,  there  are  in  all  four  methods  of  financing  a 
program  that  includes  capital  improvements.  At  the  one  extreme 
is  the  "all-loan"  policy;  at  the  other  the  full  "pay-as-you-go" 
plan.  In  between  there  stands  the  partial  pay-as-you-go  policy, 
often  described  as  the  "tax-and-borrow"  plan.  Finally,  the  de- 
velopments may  be  financed  through  the  use  of  reserve  funds  built 
up  over  a period  of  prior  years  for  that  purpose. 

The  pay-as-you-go  plan  has  acquired  much  importance  in 
municipal  finance,  particularly  since  the  setting-in  of  the  de- 
pression. Its  value  rests  on  the  assumption  that  in  the  long  run 
economy  may  better  be  attained  through  carrying  on  government  in 
this  way.  Borrowing  is  not  considered  wrong  or  an  evil  in  itself. 
as  many  have  suggested,  there  is  no  great  merit  in  being  free  from 
debt  as  such.  The  pay-as-you-go  plan,  however,  does  have  the 
attribute  of  tending  toward  economy  not  only  because  of  the  interest 
factor  but  also  because  it  usually  acts  as  a check  unon  over-valuing 
a contemplated  present  improvement  and  the  cityfs  ability  to  pay 
for  it.  It  does  restrain  the  over-zealous  politician  from  provid- 
ing for  a costly  present  convenience  out  of  future  income.  And 
as  an  incidental  characteristic  in  its  favor,  it  also  saves  the 
expenses  necessarily  connected  with  the  floating  of  a bond  issue, 
and,  in  the  case  of  a city  like  Providence,  the  charges  arising 
from  submitting  a bond-sale  proposal  to  public  referendum. 


(1)  Chatters  and  Hillhouse,  Local  Government  Debt  Administration 
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"The  pay-as-you-go  plan  is  viewed  by  some  finance  ex- 
perts as  a practical  renedv  for  the  "growing  municipal  debt 

(1) 

burdens'.  There  is  little  doubt  that  it  may  be  looked  upon  as 
a God-send  in  many  instances,  a remedy  for  some  of  the  excesses 
of  borrowing  too  long  countenanced  in  the  past.  As  early  as 
1922,  for  instance,  before  the  tidal  wave  of  municipal  bond-floating 
had  really  started  on  its  way,  there  were  many  municipalities  with 
top-heavy  finance  programs.  In  Ohio,  forty-eight  cities  saw  more 
than  half  their  income  go  t o meet  debt  obligations  during  this 
year.  Eight  of  them  had  as  much  as  seventy  per  cent  of  their  in- 
come paid  out  for  debt  charges,  and  four  had  to  so  distribute 

(2) 

eighty  per  cent.  Pay-as-you-go  is  no  cure-all,  nor  does  it 

furnish  a guarantee  of  superior  fiscal  management  if  applied  in 

cases  such  as  these,  but  it  usuallv  does  serve  to  curb  loose  fis- 

(3)_ 

cal  management.  Also  it  seldom  precludes  all  borrowing.  It  can 

be  used  on  any  scale  - La  Guardia  tried  to  get  relief  into  the 

current  budget  through  the  use  of  the  sales  tax  in  1934  - and  in 

most  cases  it  is  applied  partially  rather  than  completely. 

The  feasibility  of  introducing  it  in  a given  community 

denends  not  onlv  upon  the  nature  of  the  communitv  but  also  unon 

(4) 

the  character  of  the  expenditures  that  must  be  made.  Generally 
speaking,  the  larger  and  richer  the  city  the  less  it  should  need 
borrowed  money,  almost  always,  a middle  course  will  be  followed, 
the  city  operating  on  no  more  than  a partial  pay-as-you-go  basis 
and  financing  its  long-term  capital  improvements  on  the  benefit 
theory. 

(1)  ITeff,  L'unicipal  Pinance,  p I-rl 

(2)  Bulletin,  Ohio  Institute  of  Public  Efficiency,  quoted  in  ITeff ,p  153 

(3)  Neff,  Ilunicinal  Finance,  p 137 

(4)  Chatter  L Hillhouse,  Local  Government  Debt  -administration,  p 376 
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Critique 

There  are  very  definite  limitations  upon  the  extent 
to  which  this  principle  can  be  put.  It  is  generally  considered 
less  practicable  in  a smaller  community,  particularly  if  canital 
exnend itures  are  of  a "non-recurrent  nature",  and  in  "newer  com- 

hi 

munities  where  there  is  a need  for  canital".  Often  it  may  be 
hard  to  apply  if  the  city  must  cope  with  a low  tax  rate  maximum 
fixed  by  lav;,  since  often  the  first  effect  of  employing  the  pay- 
as-you-go  policy  will  be  a rise  in  the  annual  prone rty  tax  rate. 
Shifting,  to  the  plan  must  be  gradual.  The  proportion  of  exnendi- 
tures  that  can  reasonably  be  financed  in  this  way  should  be  care- 
fully determined  and  then  only  slowly  increased  in  subsequent 
years.  At  the  same  time  a shortening  of  the  life  of  succeeding 
bond  issues  should  accompany  the  shift.  If  this  is  done  and  then 
adjustments  are  made  taking  into  consideration  the  particular  phase 
of  the  business  cycle  being  experienced,  the  transfer  should  be 
made  with  comparatively  few  economic  jolts.  The  recovery  period 
following  a depression  is  often  cited  as  the  best  time  to  make 
this  change,  as  it  is  then  that  the  taxpayer  most  deeply  feels 
the  necessity  for  sacrifice. 

From  the  theoretical  aspect  there  are  several  obiections 
that  can  be  raised  to  the  pay-as-you-go  plan.  Most  fundamental 
of  all  is  the  contention  that  under  its  application  the  future 
does  benefit  at  the  expense  of  the  present,  and  unjustly.  There 
is  no  question  buu  that  the  pay-as-you-go  plan  usually  results 


(1)  Ibid. , p 380 


in  charges  more  expensive  and  burdensome  to  the  current  tax- 
payer and  naturally  advantageous  to  the  taxpayer  of  the  future. 
Sven  its  long-range  economy  has  been  attacked,  in  that  under 
some  conditions,  although  it  may  have  been  set  up  originally 

to  check  extravagance,  it  actuallv  may  check  or  retard  the  city's 

(1) 

long-term  development  because  of  its  "inf lexible"natur e. 

Lastly,  its  introduction  requires  much  care  and  planning  if  ex- 
cessively high  taxation  is 'not  to  accompany  it.  There  must  be 
a gradual  'tightening  of  the  belt’  through  careful  budgeting  and 
a new  and  persistent  attempt  at  economical  city  management. 


(1)  Gaylord  Cummins,  National  ICunicipal  Review,  (1925)  Vol.XIII  p 
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Chapter  IV 

The  City  of  Providence 
History 

In  June  of  the  year  1667,  the  duly-elected  treasurer 
of  the  town  of  Providence,  Rhode  Island,  reported  that  during 
the  previous  twelve  months  he  had  neither  received  nor  paid  out 
any  money  in  his  capacity  as  treasurer.  Today,  almost  three  cen- 
turies later,  receipts  and  disbursements  in  the  general  fund 
alone  come  to  close  to  nineteen  million  dollars  each  annually  and 

if  the  capital  and  trust  fund  accounts  are  added  in,  both  figures 

(1) 

well  exceed  thirty  million  dollars. 

The  city  has  held  the  rank  of  second-largest  city  in 
New  England  for  many  years,  and  on  the  basis  of  1940  census  figures 
is  thirty-seventh  in  size  in  the  country.  Behind  this  statement 
lias  a long  period  of  growth  and  development,  a short  history 
of  which  we  shall  now  consider. 
settlement  and  Growth 

The  village  itself  was  founded  by  Roger  Williams  in 
1636  after  his  forced  exit  from  the  Llassachusetts  Bay  Colony. 
mhree  years  later  he  conveyed  title  to  the  land  he  held  to  his 
twelve  fellow  tov/nsmen  in  equal  division  with  himself  - a step 
important  in  real  estate  dealings  to  this  day  since  it  is  recog- 
nized as  the  point  at  origin  of  all  recorded  property  rights  in 
Providence.  The  state  of  Rhode  Island  was  granted  its  charter 
by  Ring  Charles  in  1643,  and  in  May  of  1649,  Providence  got  its 
own  first  charter  from  the  General  Assembly.  The  town  was  virtually 

TTT  City  Auditor T s Report,  City  of  Providence,  for  year  ending 
September  30,  1940 
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destroyed  by  fire  in  1676  but  was  soon  rebuilt.  During  all  these 
years  money  w^s  scarce  and  taxes  were  often  paid  in  produce,  corn 
being  accepted  at  two  shillings  a bushel,  etc.  But  even  in  1730 
it  was  still  but  a village  with  a population  of  no  more  than  2000. 
shipbuilding  had  been  undertaken  as  an  enterprise  in  1711,  and  was 
soon  to  give  evidence  of  becoming  a highly  important  factor  in 
the  town’s  economic  progress.  In  the  years  from  the  1720’s  up  to 
the  time  of  the  Revolution,  Providence  prospered  on  the  famed 
"triangular  trade"  of  the  era.  Lumber  would  be  taken  to  the  west 
Indies  and  sugar  and  molasses  received  in  exchange  for  it.  The 
latter  would  then  be  distilled  into  rum  and  this  taken  to  the  west 
coast  of  nfrica  where  it  would  be  exchanged  for  slaves.  The  slaves 
had  a ready  market  in  the  Indies  or  in  our  own  South,  ana  more 
sugar  and  molasses  would  be  picked  up  as  payment  for  them.  Many 
of  the  city’s  present y oldest  and  proudest  families  secured  their 
start  toward  wealth  and  social  position  from  this  traffic  - a 
business  that  seems  so  revolting  to  us  now.  Rhode  Island  merchants 
became  the  greatest  slave-traders  in  America.  One  of  the  colony’s 
early  and  truly  outstanding  citizens,  Samuel  Kopkins,  said  in 
1770  that  there  were  150  ships  engaged  in  the  slave  trade,  thirty 
distilleries  operating  in  making  rum  and  that  his  fellow  colonists 
had"enslaved  more  Africans  than  any  other  colony  in  New  England. " 
Many  of  the  city’s  old  and  venerable  mansions  still  boast  their 
slave-rings  in  pillars  and  cellar  floors,  harking  back  to  a more 
prosperous  day  when  such  things  were  quite  in  order. 

Providence  after  the  Revolution 


*.t  the  time  of  the  Revolution,  Providence  had  a population 
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of  4,321,  which  figure  included  sixty-eight  Indians  and  three 

(1) 

hundred  and  three  negroes.  In  1800  this  figure  had  risen  to 
7,614.  Then  in  the  years  following  the  War  of  1812  the  town 
developed  into  a very  busy  port  for  Indian  and  China  trade,  and 
its  weather-beaten  ships  successfully  plied  the  seven  seas. 

The  community  itself  lay. thirty- five  miles  from  the  open  sea  at 
the  head  of  Narragansett  Bay,  a perfect  harbor  for  the  vessels 
of  that  day.  The  Bar  East  trade  period  extended  over  into  1840 
and  teas,  coffees,  muslins,  and  silks  were  in  great  demand  in 
Providence  and  vicinity,  filling  local  pockets  with  well-earned 
profits.  Months  were  spent  in  sending  these  ships  around  the 
Cape  of  Good  Hope  and  into  the  Indian  and  China  seas,  but  at 
home  the  merchant  class  grew  and  prospered. 

With  the  entrance  of  steam  navigation  on  the  scene  in 
the  early  1840’s  Providence  lost  much  of  its  value  as  a port  and 
harbor.  Its  natural  facilities  were  not  so  readily  adaptable  to 
these  newer  vessels.  Its  shipping  declined  proportionately  and  it 
became  apparent  that  something  would  have  to  be  found  in  substi- 
tution if  the  city  were  not  to  retrogress.  Fortunately  for  it  and 
its  inhabitants,  manufacturing  and  industrial  production  were 

e 

emerging  at  the  same  time,  and  before  long  the  town  had  sj^Lzed  the 
onnortunity  thus  offered  of  becoming  a manufacturing  center.  It 
now  ranks  first  in  the  country  in  the  production  of  jewelry  and 
silverware,  and  also  is  high  in  its  supply  of  cotton  and  woolen 

goods,  fine  tools,  -elated  ware  and  foundrv  and  machine-shoe 

(2) 

products . 


Providence  Today 


Population  Figures 

Providence  since  1900  has  experienced  a marked  fluctuation 


(1)  Greene,  , T^e  Providence  Plantations  . Providence ,1886 , p 140 

(2)  Bureau  of  Census,  Financial  Statistics  of  Cities,  1939,  p 27 
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in  its  population,  not  altogether  out  of  conformity  with  the  pop- 
ulation curve  for  the  country  as  a whole  during  this  same  span 
of  years.  The  summary  in  Table  XVIII  will  show  this  change,  and 
it  will  be  noted  that  with  the  exception  of  the  year  1920  there 
was  a consistent  trend  upward  throughout  the  period  toward  a high 
of  almost  279,000  in  1930.  The  approximate  correctness  of  the 
estimated  figures  for  the  years  since  that  point  in  the  full  schedule 
is  indicated  by  the  drop  to  253,000  inhabitants  as  shown  by  the 
census  of  1940.  This  as  we  have  already  seen  followed  the  gen- 
eral trend  for  New  England  and  the  upper  Atlantic  seaboard  during 
the  degression  neriod. 

(1) 

Table  XVIII 


Population  of  City  of  Providence,  since  1900 


Year 

Population 

Year 

Population 

1900 

175,597 

1920 

237,595 

1905 

198,625 

1925 

*267,918 

1910 

224,326 

1930 

*278,882 

1915 

247,660 

1935 

*253,000 

Estimated 


1940  253,214 


(1)  City  Auditor’s  Report.  City  of  Providence,  for  year  ending 

September  30,  1940,  p 133 
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The  Statistical  abstract  of  the  United  States  carries  a population 

figure  of  252,981  for  the  year  1930  as  against  the  estimated  total 

(1) 

shown  in  Table  XVIII.  This  would  at  first  glance  seem  to  be 
more  closely  in  line  with  the  over-all  trend.  However,  it  would 
place  the  population  high  in  the  year  1925,  and  this  appears  in- 
consistent not  only  with  the  national  trend  but  also  with  trend 
figures  presented  in  the  City  auditor’s  report. 

Make-up  of  its  Population 

Providence  very  definitely  has  a nationality  problem  and 
this  has  been  of  exceedingly  great  importance  in  its  political 
history  and  in  many  phases  of  its  social  and  economic  growth.  Like 
all  industrial  cities  lying  close  to  the  ports  of  immigration  it 
attracted  a great  multitude  to  its  shops  and  factories  during  the 
years  when  immigration  figures  for  the  country  soared.  Most  were 
lured  by  visions  of  mone3r  to  be  made  for  the  mailing,  but  few  had 
much  of  it  themselves.  The  city  developed  its  tenement  districts 
and  its  middle-class  suburbs,  and  as  in  most  of  our  older  cities 
it  is  easily  possible  today  to tra  ce  its  growth  over  the  years  by 
the  ever-widening  circles  of  its  residential  areas. 

Although  a break-down  of  census  figures  for  Providence 
for  the  year  1940  have  not  as  yet  been  released,  we  may  gain  an 
idea  of  its  population  distribution  on  a nationality  basis  from 
Table  XIX  showing  the  percentages  in  1930.  7/e  have  seen  that  there 

was  a drop  in  total  inhabitants  during  the  last  decade  and  this 
is  an  important  factor  to  keen  in  mind  in  interpreting  for  the 


tl)  Statistical  .abstract  of  United  States.  Department  of  Commerce,  p 20 
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present.  It  seems  logical  to  assume  that  this  drop  has  probably- 
occurred  in  the  foreign-born  group  and  the  native  population  of 


foreign  or  mixed  parentage  rather  than  in  the  older  stock;  whether 


there  is  indeed  a lower  relative  proportion  of  either  or  both 
must  await  more  complete  factual  analysis. 


(1) 

Table  XIX 

Analysis  of  Nationality  Groups.  City  of  Providence 


Native  white, 
native  parentage 


Native  white,  foreign 
or  mixed  parentage 


Number  Per  cent 


Number  Per  cent 


1920  1930  1930  1920  1930  1930 

63,728  70,772  28.0  99,077  111,894  44.2 


Foreign-born  white 

Negro,  Oriental  and 

others 

Number 

Per 

cent 

Number 

Per  cent 

1920 

1930 

1930 

1920 

1930 

1930 

68,951 

64,605 

25.5 

5,839 

5,710 

2.3 

This  is  about  the  picture  of  Providence  population  todajr. 
It  is  unnecessary  to  state  that  a small  percentage  of  these  people 
own  a large  part  of  the  wealth  of  the  community,  and  t1  at  as  would 
be  expected  this  group  is  mostly  of  the  native  white,  native 
parentage  portion.  It  is  much  more  important  to  mention  that  of 
those  at  the  other  end  of  the  economic  ladder  comparatively  few 
are  in  extreme  poverty  or  live  under  conditions  that  betray  a com- 
plete lack  of  social  consciousness  on  the  part  of  the  city. 

TD  Department  of  Commerce,  Statistical  Abstract  of  U.5. , pp  24,25 
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Providence  has  its  poor  areas  and  its  low- income , highly  congested 
districts  but  it  has  no  slum  problem  as  acute  as  those  of  some' 
of  its  sister  cities.  It  has  been  very  fortunate  in  this  respect. 
Its  Industries 

Providence  today  relies  upon  its  manufactures  for  its 
livelihood.  The  days  when  its  import  and  exnort  trade  made  it  one 
of  the  greatest  port3  on  the  Atlantic  coast  are  long  past.  It  has 
made  an  effort  to  regain  some  of  its  lost  maritime  prominence, 
spending  large  sums  of  money  in  recent  months  developing  its  harbor 
facilities.  However,  it  still  must  rely  upon  its  jewelry  and  fine 
tool  factories  and  cotton  and  woolen  goods  production  for  the 
greater  part  of  its  employment  and  its  income. 

In  Table  XX,  taken  from  the  latest  available  releases 
of  the  Census  Bureau  on  this  subject,  we  have  an  authoritative 
analysis  of  industries  in  Providence  in  1937.  Analysed  on  the 
basis  of  either  total  wage  earners  employed  or  total  wages  paid 
within  the  year,  it  is  obvious  that  jewelry  is  by  far  the  most  im- 
portant single  item  in  the  city’s  production.  If  we  group  those 
firms  manufacturing  jewelry  products  with  the  two  allied  lines 
listed  in  the  schedule  we  see  that  they  take  three  places  in  a 
list  of  the  ten  most  prominent  industries  of  the  city.  Worsted 
materials  come  second,  and  electrical  machinery  and  supplies  third, 
textile  machinery  and  parts  follow  bread  and  bakery  products,  which 
are  in  fourth  place. 


It  should  be  pointed  out  that  since  1937  there  has  been 
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(1) 

Table 


Industries  in 

the  City 

of  Providence.  1937 

Industries,  1937 

Humber  of 
Estab. 

'Wage* 

Earners  7/ages 

Value  of 
Products 

Beverages,  non- 
alcoholic 

9 

45 

48,683 

690,639 

Bookbinding 

4 

17 

13,492 

41,820 

Boxes , paper 

8 

237 

194,228 

638,186 

Bread  £.  bakery 
products 

76 

1026 

1288,210 

6585,683 

Electrical  machin- 
ery & suprlies 

10 

1481 

1450,661 

9211,628 

Electroplating 

17 

130 

125,161 

369,224 

Engraving 

10 

187 

301,639 

477,073 

Furniture,  inc.  store 
& office  6 

149 

156,556 

631,026 

Hand  stamps,  sten- 
cils, brands 

4 

28 

39  ,875 

111,966 

Ice  cream 

21 

110 

127,988 

1816,728 

Ice,  manufactured 

5 

46 

58,047 

451,009 

Jewelers  finding  and 
materials 

35 

957 

957,417 

6013,645 

J ev/elry 

139 

7215 

6349,504 

21581,110 

Jewelry  L instru- 
ment cases 

10 

488 

428,387 

1139,309 

Machine-shop  prod- 
ucts 

6 

124 

149,343 

371,047 

Mattresses  L bed- 
springs 

10 

152 

153,492 

749,568 

Miscellaneous  art. 

17 

972 

701,962 

2386,169 

Pencils 

5 

161 

130,869 

650,328 

Photo-engraving 

6 

68 

149,109 

362,280 

Printing  ^publishing 

48 

643 

724,016 

2953,022 

Meat  compounds  out- 
side meatpacking  es- 
tablishments 

6 

50 

67,681 

958 ,864 

Tanning  materials 

4 

10 

15,229 

218,502 

Textiles  machinery 
& parts 

14 

552 

856,138 

3353,919 

Tools  (not  inc. 
machine  tools) 

7 

49 

34,654 

146,259 

Toys 

6 

46 

27,838 

139,742 

iVi  rework 

4 

27 

28,304 

101,568 

Worsted  woven  e-cods 

10 

5176 

5357,043 

29420,691 

Worsted  yarn 

3 

630 

544,428 

5147,344 

Other  industries 

246 

21599 

25810,770 

102137,777 

*not  including  salaried  officers  L employees  or  part-time  work 


ers 


Dun's  otatistical  Review,  February  1941 


(1)  Releases  of  March  1,  1939,  and  April  £6,  1939,  Bureau  of 
Census,  pp  1,2 
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a considerable  change  in  the  economic  status  of  the  city  as  a 

result  of  the  defense  program.  With  the  nation’s  recognition  of 

defense  needs,  there  has  been  a great  speed-up  of  production  in 

many  of  the  city’s  mechanical  and  tool  concerns,  and  this  has 

greatly  increased  their  relative  importance  over  that  shown  in 

the  table.  In  March  of  this  year,  for  instance,  the  Providence 

Collector  of  Internal  Revenue  announced  the  receipt  of  an  income 

tax  check  for  $4,000,000,  the  largest  received  in  the  state  and 

perhaps  one  of  the  largest  received  in  one  amount  in  this  section 

(1) 

of  the  country.  There  was  no  official  announcement  of  the  name 
of  the  contributor,  but  it  is  the  general  belief  that  it  came  from 
the  largest  of  the  city’s  tool  companies.  This  is  mentioned  be- 
cause it  is  essential  to  recognize  that  the  present  snending  pro- 
gram has  greatly  changed  the  make-up  of  economic  Providence  even 
though  we  have  as  yet  no  authoritative  figures  to  support  this 
conclusion. 

Table  XXI  will  show  the  trend  of  business  conditions  in 
Providence  since  the  prosperity  year  of  1929.  The  trend  itself 
has  naturally  had  a very  direct  effect  upon  municipal  government 
during  the  same  period,  and  although  figures  of  this  nature  are 
available  only  up  to  1937  they  are  sufficiently  recent  to  give  us 
some  idea  of  the  economic  condition  of  modern  Providence. 

We  shall  conclude  this  discussion  by  presenting  an  in- 
dex of  population,  wage-earners,  and  production  since  the  turn 
of  the  century.  If  the  rise  following  the  last  war  has  any  mean- 
ing for  the  present  there  should  be  a sharp  stepping-up  of  business 


(l)  Providence  Evening  Bulletin.  Tuesday,  March  4,  1941,  p 7 
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(1) 

Table  XXI 


[anufacturers  in 

City  of  Providence,  1929  to  1937 

Year 

Humber 
Estab . 

of  Av.  7/age 
Earners* 

./ages 

Value  of 
Products 

1929 

935 

48,322 

56,851,906 

241,793,973 

1953 

628 

33,060 

27,556,613 

117,947 ,896 

1935 

746 

35,088 

34,206,204 

146,749,462 

1937 

740 

42,270 

46,205,689 

198,783,188 

*not 

including 

salaried  officers  & employees,  or 

P^rt-time  workers 

Indexes 

Table 
of  Population, 

(2) 

XXII 

vi/age  earners , and 

Production 

Year 

Providence,  R.I. 

Wage 

Population  earners 

1889  - 1937 

Production  Production  per 

(quantity)  wage  earner 

1889 

100 

100 

100 

100 

1904 

110 

115 

122 

106 

1909 

121 

139 

159 

114 

1914 

131 

147 

170 

116 

1919 

140 

191 

214 

112 

1921 

145 

147 

169 

115 

1923 

149 

186 

263 

141 

1925 

154 

178 

275 

154 

1927 

158 

178 

274 

154 

1929 

162 

190 

311 

164 

1931 

166 

140 

206 

147 

1933 

168 

131 

192 

147 

1935 

170 

163 

233 

143 

1937 

173 

194 

303 

156 

(1)  Bureau  of  < 

Census,  Releases  of  March  1,  1939 

and 

April  26,  1939 

, PP  1,2 

(2)  Bureau  of  Census,  Financial  statistics  of  Cities,  p 29 
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in  the  months  to  come,  and  the  city  is  now  starting  at  a higher 
index  level  than  it  reached  even  at  the  p^ak  of  World  War  production 
or  during  the  prosperous  twenties. 

Government  in  Providence 

The  New  City  Charter 

Providence  became  a city  in  1852,  receiving  its  charter 
from  the  State  of  Rhodd  Island  in  Tune  of  .that  year.  It  was  not 
until  January  6,  1941  that  the  1832  charter  was  finally  discarded. 

At  the  beginning  of  the  present  ve~r  a new  document  went  into  effect 
in  a general  reorganization  of  the  city  government. 

The  present  charter  was  enacted  by  the  State fs  General 
Assembly  in  January  of  1940  and  approved  April  26,  1940.  It 
therefore  governed  the  election  of  the  Mayor  and  the  members  of 
the  new  City  Council  in  last  failTs  election,  and  became  operative 
in  the  full  sense  at  the  inauguration  of  the  new  myor  at  the 
beginning  of  the  present  year. 

According  to  the  latest  country-wide  figures  available  - 
those  to  the  end  of  December,  1938  - of  the  twenty-seven  cities 
in  the  United  States  in  the  Providence  population  class  with  be- 
tween two  and  five  hundred  thousand  inhabitants,  ten  had  municipal 

governments  organized  on  a Mayor-Council  basis,  ten  were  Commission- 

(1) 

ruled,  and  seven  were  of  the  Council -Manager  type.  Providence  is 
and  since  1832  has  been  of  the  first  type,  although  its  present 
charter  has  fundamentally  changed  the  composition  of  its  Council. 

It  long  apologized  for  maintaining  one  of  the  largest  and  most 


(l)Municipal  Yearbook.  Ridley  and  Hotting,  (Chicago,  1939)  p 227 
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unmanageable  city  councils  in  the  country,  a Board  of  Aldermen  and 
a Common  Council  of  fifty-two  members  representing  the  thirteen 
city  wards  and  functioning  as  a two-chamber  body.  In  the  place  of 
both  groups  the  city  now  has  a twenty-six  member  City  Council  on 
the  unicameral  plan.  The  Mayor  is  the  administrative  head  of  the 
city,  with  the  power  of  appointing,  with  Council  confirmation, 
most  of  the  important  department  heads.  With  the  exception  of  the 
City  Clerk,  the  City  Treasurer,  and  the  Justices  of  the  Police 
Court,  all  department  heads  are  thus  appointed  by  the  Mayor  and  con- 
firmed by  a majority  of  the  members  of  the  Council.  The  City 
Solicitor  is  also  to  take  office  in  this  way,  except  that  the 
present  incumbrant  is  to  continue  in  his  position  until  May  of 
1942  by  special  provision.  The  Mayor  has  the  right  to  suspend  any 
department  head  for  cause,  and  a discharge  of  any  appointed  official 
necessitates  a two-thirds  vote  of  the  City  Council  after  a hearing. 

Several  new  departments  have  been  established  under  the 
new  charter,  perhaps  the  most  important  of  which  is  the  Board  of 
Water  Supply  whose  function  it  is  to  control  the  operation  of  the 
municipal  water  system  from  this  time  one.  A Purchasing  Department 
has  been  created  to  centralize  all  city  purchasing-  in  an  attempt 
to  make  impossible  a repetition  of  some  of  the  contract-letting 
excesses  of  the  past.  Also  brought  into  being  is  a Civil  Service 
Commission,  appointed  b3r  the  Mayor  with  the  task  of  recommending 
a Civil  Service  ordinance  for  city  employees  on  or  before  July 
1st  of  the  present  ve.ar. 

Several  changes  in  departmental  powers  and  functions 
have  also  been  provided  for,  and  they  are  important  factors  in 
the  new  city  government.  The  offices  of  Building  Inspector  and 
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Sanitary  Engineer  of  plumbing  and  drainage,  and  the  chief  of  the 
department  of  weights  and  measures  are  placed  under  the  control 
of  the  Bureau  of  Police  and  Fire.  The  Public  Works  Department 
under  the  new  act  takes  over  the  Public  Buildings  Department,  the 
office  of  Harbor  Master,  and  that  of  the  Public  Service  Engineer. 
The  Forth  Burial  Ground,  a municipal  cenetery  established  in  the 
year  1700  and  almost  ever  since  that  time  a source  of  concern  to 
various  economy-minded  taxpayers’  associations,  is  handed  over  to 
the  Park  Commissioners.  Most  of  these  changes  follow  from  an 
attempt  to  coordinate  municipal  services  and  activities  in  a new 
administrative  set-up,  and  to  centralize  responsibility. 

The  new  City  Council  has  the  power  to  fix  the  salaries 
of  all  municipal  officers  but  cannot  increase  its  own  members’ 
compensation  during  their  term  of  office.  All  proposals  to 
borrow  in  excess  of  #50,000  must  be  submitted  to  the  people  before 
such  financing  can  be  carried  through  to  completion,  this  in 
accordance  with  state  law.  The  charter  contains  the  important 
requirement  that  the  budget  submitted  to  the  City  Council  by  the 
Mayor  must  provide  sufficient  revenue  to  cover  its  expenditures 
and,  although  the  Council  may  itself  change  its  appropriations 

if  it  deems  this  advisable,  it  too  must  see  to  it  that  the  final 

(1) 

budget  is  in  balance.  Finally,  dual  office  holding  by  members  of 
the  Council  is  banned,  and  so  also  is  the  solicitation  of  funds 
for  political  purposes  by  or  from  City  employees. 

Section  16  of  the  new  charter  forbids  any  member  of  the 
Council  or  any  officer  or  employee  of  the  city  to  directly  or  in- 
directly make  a contract  with  the  city  or  receive  any  income  from 


TD  Charter  of  City  of  Providence.  January  1,  1941,  Sec.  93,  p 50 
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a like  source  other  than  that  legitimately  earned  through  his 

(1) 

formal  employment  contract.  There  is  a Board  of  Contract  and 
Supply  composed  of  nine  of  the  city  officers  and  a minority  r>arty 
representative  elected  by  this  group  with  the  c'uty  of  supervising 
the  activities  of  the  Purchasing  Department,  ^he  latter  has  the 
power  and  duty  to  purchase  or  contract  for  all  supplies  and  ser- 
vices required  by  any  and  all  departments,  boards,  commissions, 
and  bureaus  of  the  city.  The  school  department  still  remains 
supposedly  free  from  political  influence,  its  organization  being 
separate  and  distinct  from  the  city  government  as  such.  The 
center  of  authority  and  responsibility  for  all  school  affairs  is 
the  directly  elected  school  board. 

Financial  Aspects  of  the  °ity  Government 
V/e  have  seen  that  Providence  is  bjr  no  means  a wealthy 
city,  but  that  on  a comparative  basis  it  is  a moderately  well-to- 
do  city,  ii  few  figures  will  support  this. 

as  population  rose  steadily  from  1900  to  and  through  its 
peak  some  ten  or  more  years  ago,  the  city’s  taxable  wealth  in- 
creased even  more  steadily.  According  to  the  valuation  placed 
upon  property  for  tax  purposes  by  the  assessors,  it  went  from 
$192,000,000  at  the  beginning  of  the  century  to  0692,000,000  in 

1930,  and  not  once  during  this  thirtv-year  span  was  there  a re- 

(2) 

cession.  Naturally,  property  did  decline  as  a result  of  the 
economic  catastrophe  of  1929,  and  valuation  was  reduced  according- 
ly in  the  years  1931-1934  inclusive  to  show  a low  of  $616,000,000 
in  this  later  year.  For  the  year  19A0  the  assessed  value  affixed 


(1)  Ibid. , p 7 

(2)  City  auditor’s  Report,  City  of  Providence,  p 33 
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to  property  reached  $732 ,000 ,000 , somewhat  below  the  all-time 
high  of  almost  $798,000,000  estimated  for  1938. 


About  the  sane  story  is  told  by  an  analysis  of  per 


capita  valuation  figures.  In  1900  there  was  in  the  citv  taxable 

(1) 

property  amounting  to  $1,094  per  person.  By  1930  this  average 
had  risen  to  $2485,  and  although  it  did  decline  slightly  during 
the  worst  depression  years  it  was  up  to  $2,891  in  1940.  The 
all-time  high  was  hit  in  1938  when  the  per  capita  property  valu- 
ation figure  was  placed  at  $3,283.  This  is  of  greater  signifi- 
cance than  the  increase  in  property  valuation  alone,  because  it 
does  indicate  that,  independent  of  population  growth,  the  muni- 
cipality’s inhabitants  were  yearly  becoming  wealthier. 

The  following  compilation  shows  these  property  trends  over 
five-years  periods  since  the  beginning  of  the  century. 

U) 


Table  2ZIII 


Assessors’  Property  Valuation  in  Total  and  Per  Capita 


Valuation 


Year 

Valuation 

per  Capita 

1900 

192,117,240 

1094.08 

1905 

222,391,940 

1119.65 

1910 

259,145,060 

1155.21 

1915 

349,375,720 

1410.71 

1920 

482,563,400 

2030.99 

Valuation 

Year  Valuation  per  Capita 

1925  574,920,670  2145.88 

1930  693,118,288  2485.30 

1935  618,015,440  2442.75 

1940  732,062,210  2891.08 


(1)  Ibid.  , 

(2)  City  Auditor’s  Report,  p 133 
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City  Debt 

This  naturally  is  only  part  of  the  picture  - the  brighter 
part,  while  property  valuation  figures  were  thus  increasing  three- 
fold a smilar  rise  was  occurring  in  the  city  debt.  In  1900  the 

(1) 

city  had  a net  debt  of  $14, 000, 000  or  $80.63  per  capita.  The 
net  debt  remained  fairly  stationary  during  the  next  twenty  years, 
and  in  fact  in  1921  it  was  only  $14,500,000.  Because  of  the 
population  increase  the  per  caoita  figure  was  even  more  favorable: 
from  the  $80  figure  in  1900  it  was  cut  to  $52.38  in  1919.  During 
the  same  twenty-year  span,  property  valuation,  as  we  have  seen, 
just  about  doubled.  These  conditions  were  not  to  last,  however. 
From  a low  of  $14,000,000  in  1920  the  net  city  debt  began  soaring 
and  with  but  one  brief  period  of  interruption  rose  to  the  all- 
time  high  of  almost  $59,000,00.0  in  1940.  Two  twenty-year  periods, 
but  radically  different  in  their  debt  history.  The  same  thing 
happened  to  the  per  capita  average.  From  a low  of  $59  in  1920 
it  reached  a high  of  $240  in  1939  and  was  $232  in  1940.  Only  dur- 
ing the  years  1933  and  1954  was  there  a reversal  of  this  over-aij.1 
trend  in  the  twenty  years  since  1920. 

It  is  worthy  of  note  that  in  March  of  the  present  year 

the  new  City  Qouncil  voted  to  retire  $5,000,000  of  the  funded 

debt  over  the  next  five  years  at  the  rate  of  approximatel-'r  $1000, 

(2) 

000  a year.  Many  hope  this  new  debt  program  will  be  the  beginning 
of  a sincere  effort  to  bring  this  rising  debt  load  under  control. 

It  will  be  accompanied  by  a funding  of  part  of  the  floating  debt, 
which  also  got  way  out  of  bounds,  narticularly  in  the  degression 
years. 


( 1)  Ibid. 

(2)  Providence  Evening  Bulletin,  March  7,  1941,  p 23 
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On  the  following  page  is  a tabulation  of  city  debt 
trends  over  five-year  intervals  since  1900. 

Taxation 

7/e  have  thus  far  examined  two  of  the  elements  playing  a 
major  role  in  the  financial  development  of  Providence  city  prop- 
erty valuation  and  city  borrowing.  We  may  now  add  a third, 
taxation . 

We  have  seen  that  as  property  valuation  increased  three- 
fold over  this  forty-year  period,  the  city  debt  followed  a similar 
trend.  With  added  wealth  went  expansion  of  services  and  an  in- 
crease in  expenditures  by  the  municipal  government  to  pay  for 
them.  By  no  means  were  all  of  these  expenditures  financed  through 
borrowing  alone;  the  taxpayer  over  this  period  saw  the  city  take 
more  and  more  into  its  treasury  from  the  property  tax  each  year. 

The  steady  rise  in  municipal  taxation  continued  to  the  last  fiscal 
year.  We  have  already  seen  that  the  municipality  in  Rhode  Island 

must  recognize  a tax  rate  maximum  of  4a 5 per  $1000  on  real  estate 

(1) 

and  personal  property  assessments  under  the  State  Constitution. 

7*e  have  also  seen  that  since  the  passage  of  the  State  Tax  Act  of 

1912  intangible  personal  property  is  taxed  by  the  city  or  t own  at 

(2) 

a flat  rate  of  $4  per  $1000  valuation.  It  is  worthwhile  to 
note,  therefore,  that  in  the  fiscal  year  1940  the  city  of  Providence 
was  forced  to  apply  a combined  property  tax  rate  of  $29  per 
$1000  to  finance  its  expenditures,  as  much  as  it  legally  could 
levy  v/ithout  seeking  amendments  to  the  general  State  tax  laws. 


( 1)  See  p.  ix 

(2)  See  p.  i3 
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(1) 

Table  XXIV 


Schedule  of  Net  Debt  and  Net 

Debt  Per 

Capita,  1900  - 

1940 

Year 

Net 

Net  Debt  Per 

Debt 

Capita  "Year 

Net  Debt 

Net  Debt 
Per  Gap  it 

1900 

14,158,856.60 

80.63 

1925 

25,559,129.23 

95.40 

1905 

13,402,030.04 

67.47 

1930 

42,297,679.36 

151.67 

1910 

12,736,814.08 

56.78 

1935 

48,989,723.69 

193.64 

1915 

14,093,528.78 

56.91 

1940 

58,670,515.86 

232.49 

1920 

13,991,043.02 

Table 

(2) 

XXV 

Schedule  of  City  Tax  Trend. , 1860  to  1940 


Rate  per 

Amount  of 

Rate  per 

Amount  of 

Year 

21000 

Tax 

Year 

C’1000 

Tax 

I860 

5.60 

325,538,08 

1910 

16.50 

4,275,893.49 

1870 

13.50 

1,256,538.15 

1915 

17.50 

4. 

5,063,520.76 

1880 

13.50 

1,564,933.50 

1920 

23.50 

4. 

9,279,237.32 

1890 

15.00 

2,109,255.90 

1925 

23 . 00 

4. 

10,702,529.01 

1900 

16.00 

3,073,875.84 

1930 

23.50 

4. 

13,003,275.06 

1905 

16 . 50 

3,669  ,467.01 

1935 

24.50 

4. 

12,487 ,401.03 

1940 

25.00 

13,379,970 

.05 

4. 

( 1 ) r X , p 133 

(2)  £i&L,.-^iilfr.p.£.ll  a„;ia.p:C£t , p 132 
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Table  XXV  will  show  the  over-all  trend  in  the  annual 
tax  rate  levied  over  the  years  since  the  Civil  War,  and  the  total 
received  by  the  city  from  this  source  durinr  that  time.  Atten- 
tion should  be  called  to  one  fact:  figures  for  the  year  1915 

and  each  ye ^r  thereafter  in  the  amount-of -tax  column  include  re- 
ceipts from  the  $4  assessment  on  intangible  personal  as  well  as 
income  from  the  real  estate  and  tangible  personal  levies.  The 
former  is  an  annual  levy  at  this  same  rate  each  year  and  hence 
changes  only  as  its  base  rises  or  falls.  The  balance  of  the 
revenue  arises  from  what  is  left  of  the  old  general  property  tax 
and  is  levied  in  accordance  with  the  annual  appropriations  made. 

The  legal  maximum  of  the  latter  - the  tax  on  real  and  personal 
property  alone  - is  the  $25  per  thousand  referred  to  above. 
Conclusion 

Such  then  is  the  history  of  Providence  financially.  While 

both  its  wealth  and  its  net  indebtedness  doubled  and  then  tripled 

during  the  forty  years  since  1900,  the  amounts  it  took  in  from 

its  citizens  annually  through  property  taxation  increased  at  an 

even  faster  rate.  How  do  these  figures  compare  with  those  of 

other  communities?  In  1937  the  average  adjusted  tax  rate  per 

$1000  of  assessed  property  value  for  the  twenty-seven  cities  of 

the  count rv  in  the  one  to  three  hundred  thousand  population  group 

(1) 

was  $26.50;  in  1938,  $27.22.  The  net  debt  per  capita  of  these 

same  communities  in  the  same  years  were,  respectively,  $92.53  and 

(2) 

$90.86.  This  obviously  places  Providence  in  a very  unfavorable 
light  in  relation  to  city  indebtedness.  We  shall  see  when  we  ex- 
amine the  revenue  situation  that  the  problem  of  raising  money  on 
a current  income  basis  is  very  acute.  We  shall  also  see  that  most 
of  its  municipal  services  have  to  be  considered  essential  to  the 
city's  welfare,  so  that  there  is  only  a very  slim  hope  of  salvation 
(1)  hunicioal  Ridle:  j hotting,  p 396  (2)  Ibid. 
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here.  Borrowing  ^nd  borrowing  heavily  may  have  been  the  only  way 
out,  if  the  question  is  viewed  net  only  from  the  stand-point  of 
political  expediency  but  also  in  the  light  of  the  static  tax 
situation. 

If  after  a comparative  analysis  of  its  income  at  the 
present  time  we  can  determine  that  its  citizenry  is  not  now  ex- 
cessively burdened  with  taxes  in  relation  to  their  ability  to 
pay,  and  if,  again  on  a comparative  scale  with  other  municipal 
units  in  the  same  general  population  class,  we  can  agree  that 
its  expenditures  are  for  the  most  part  in  order  and  an  indica- 
tion of  at  lease t the  approximate  value  of  the  services  performed 
in  return,  we  shall  be  well  on  our  wav  toward  an  evaluation  of 
its  governmental  organization. 
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Chapter  V 
Revenue  Pr oh lens 

We  shall  begin  our  discussion  of  current  revenue  prob- 
lems with  a schedule^  in  Table  XXV rI,  of  the  actual  sources  of  revenue 
used  by  the  city  and  their  yield  in  the  years  1940  and  1939. 
Percentage  figures  are  also  presented  for  both  years  to  more 
clearly  bring  out  the  relative  importance  of  these  sources.  Some 
of  the  items  we  are  already  familiar’  with  after  having  considered 
them  in  our  more  general  discussion  of  municipal  income,  but  not 
until  now  have  we  se_n  them  in  their  true  perspective. 

The  General  Property  Tax 

General  property  tax  receipts  during  the  past  fiscal 

year  therefore,  consituted  approximately  86  per  cent  of  the  city’s 

total  revenue.  This  is  far  higher  than  the  1940  national  average 

(1) 

must  be  on  the  basis  of  published  estimates  for  recent  years. 

V.e  have  seen  that  the  value  of  the  city’s  taxable  property  has 
varied  during  the  late  years,  but  that  it  is  at  present  close  to 
the  highest  point  ever  reached  since  the  city’s  incorporation. 

Table  XXVII  shows  its  yearly  trend  during  the  decade  of  the  de- 
pression . 

Gould  this  possibly  be  increased  - could  the  propertjr 
tax  be  made  to  supply  additional  revenue?  The  immediate  answer  is 
no;  it  is  well  known  and  almost  universally  admitted  that  the 
property  owner  is  now  overburdened  with  taxes  and  has  been  since 
the  depression  and  the  social  expenditures  it  entailed.  In  Rhode 
Island,  however,  there  are  changes  that  might  be  made  in  its  tax 


( 1)  See  p . X X/ 


Ti'S'  ' if  C 

j . ■>  t:  • 

L.l  : ;■  > r V'  • ■ v'  ' 

. 

, v ■-  '<•  . * ■ 

. . -T  ' ■ 0‘  « ; ..  .1?  • ... 

. "'"i  « ■;  J'  -u(  M ;i-> 

; 

. ■ ..  . i j ■ v » . l:  j r 

o **  - \ -* 

. ' . • . . . 

■ • 

. . V , -v  . '•  « ' '• 

■’  - ' O "»  ’ S , k - Y,  I U 

< -•  .4j  i •!  v'  - r.‘ 

....  yl 


• » 1 - ■ 

„ .>  I • ,»•  . . - • ■ d- 

. 


tD 

rH  tO 

CJ 

CO  CO  CJ  to 

cn 

o 

CO  CJ 

i — 1 CJ 

Ci  co  in  o- 

1 — 1 

rH 

CO 

rH 

in 

V ' • 

CP 

co 

o 

CO 

o 

CP 

rH 

rH 

r 

• • • 

CP 

o 

CD  rH 

O H CO  CO 

in 

05 

• • • 

in 

^ CJ 

CP  to 

OCtfOj 

to 

• • • 

05 

TO 

• • • 

to 

d 

CO 

o cc 

CO  rH 

O CJ  CO  CJ 

CJ 

CP 

• • • 

d 

iH 

O CJ 

CJ  IN 

CO  CJ  CO  CC' 

CO 

• • • 

05 

ft 

to 

C O 

rH  CJ 

05  in  CP  rH 

to 

co 

• • • 

•* 

^ *N 

M 

► A A ^ 

*< 

• • • 

CO 

i — i 

CO 

CO  o 

rH  in 

H*  O CP  CJ 

C' 

o 

• • ■ 

CO 

m 

cn  ^ 

CO  CJ 

CO  CO  IN  rH 

CP 

CP 

• • • 

o 

u 

CP 

CO 

cc 

CJ  rH 

o 

CJ 

• • • 

CP 

CD 

CO 

M 

rH 

M 

• • • 

CJ 

d 

CP 

CVJ 

in 

• • • 

• 

CD 

rH 

^H 

1 — 1 

• • • 

m 

O 

4C- 

i — 1 

jy .. 

CD 

P 

o 

to  in 

CP 

C IN  CO  rH 

o 

in 

d 

rH 

CJ  CN 

CO  o 

C H-  tN 

CO 

05 

in  cp  ^ 

<D 

in  cj 

CO 

> 

o 

CO 

to  CJ 

to 

o co  in  ^ 

CO 

CJ 

CD 

oj 

00  00 

00  CP 

h'  in  to  c 

1 — 1 

05 

CO  05  CO 

ft 

CP 

in 

CO  t> 

H1  O 

CJ  ^ CP 

o 

CJ  CJ  GO 

to 

t — 1 

in 

rH  rH  05 

CP 

>• 

in 

1 — 1 1 — 1 

o co 

cj  05  in 

cc 

M M 

IN 

P 

C\2 

to 

oc  « — 1 

to  WHO 

EN 

CO 

in  in 

•*] 

•H 

CJ 

■tf 

CO  i — 1 

IN 

CP 

CO 

o 

M 

CJ 

CO 

cvj 

Ml 

IN 

M 

ft 

•H 

W> 

o 

m 

1 — 1 

■st1 

w 

=€0 

rH 

(xj 

p 

d 

CD 

CD 

o 

CQ 

CO  CO 

to  CO 

i — 1 O CP  i — 1 

CO 

O >H 

rH 

Ej 

CO 

CN  CJ 

CJ  o 

CJ  CO  o IN 

CJ 

05  0 ^ 

ft 

CD 

cp 

• 

• 

in  o o 

CO 

p 

rH 

rH 

CO 

CJ 

in 

• • • 

• 

Eh 

CD 

KO 

au 

rH 

o 

P 

o 

CO 

1 — 1 

ft 

CD 

CO 

d 

CD 

ft 

d 

O 

O 

CD 

> 

•H 

P 

CO 

d 

cd 

ft 

o 

o 


CO 

p 

p 

CD 

1 

•rH 

r*i 

CO 

. — . 

d 

<D 

P 

d 

CO  P 

o 

O 

d 

O 

p d 

d 

(D 

<D 

,d 

ft.  d 

ft 

ft 

i 

•iH  — ^ 

'p 

O 

X 

(D 

d 

ft 

d 

cd 

O M 

cd 

OO 

ft 

p 

CD  CD 

cd 

d X 

CO 

o 

i — 1 

rH 

cd 

CO 

CC 

cd 

tjflp 

CD 

(D 

d 

CO  -H 

d 

d 

2 

CD 

CD 

o 

•H  i — 1 

•H 

d 

C 

X 

CD 

C i — 1 

CO 

CD 

CD 

CD 

ft  cd  o 

p 

> 

<D 

ft 

O P CJ 

d ft  ft 

CD 

O 

d 


CQ 

P 4-> 

10  C COH 

CD  CD  CD  cO 

00  tt  CO  CO  d ft 

O ffi-PP  CL1  *H  03 

CD  CO  -H  flO  ft  +5  0+3 

O CD  CD  CD  .H  C *H  c 

•H  CO  V)  ft  P *H  d CD 

H 10  h O I 2 S 

COCWdCOftap 
CO  ft  <D  -H  d d d 

to  i — i i o oo  i — i cd 

<D  a;  *>ft  co  -h  co  ft 

dvHCOdPPCQd  CD 
•HocDcddcdPCDft 
CO  CD  d CO  d d d 

p ft  •<—!  d O CD  CD 

ft  Ji  fq  O Q ft  O 


t> 

X 

CO 

ft 

cd 

p 

CD 

p 

d 

CD 

CD 

CO 

CD 

d 

CO 

M 

01 

p 

P 

d 

P 

CD 

P 

00 

d 

d 

CD 

ft 

d 

d 

CO 

CD 

i> 

•rH 

d 

CD 

<D 

e 

> 

CD 

CD 

CD 

ft 

CO 

co 

CD' 

ft 

a 

> 

O 

C/3 

CO 

ft 

CD 

CD 

d 

CD 

CD 

M 

ft 

d 

• ■ 

ft 

CO 

M 

1 1 

CO 

CO 

1 1 

co 

ft 

rH 

p 

r — 1 

r 1 

CO 

CD 

p 

CO 

CO 

d 

cd 

cd 

P 

o 

cd 

d 

CD 

d 

£ 

d 

O 

Eh 

o 

o 

a 

CD 

CD' 

CD 

ft 

•rH 

rH 

d 

ft 

-P 

cd 

CD 

•H 

CD 

•H 

ftO 

CQ 

CQ 

ft 

ft 


CN 

ft 


ft 

d 

0 
P* 

CD 

ft 

01 

d 

o 

•p 

•rH 

3 


- 


i . V 

• 

...  - 

# « 

1 » 

* 

>- 

..  . .'v 


J . » 


■ 

* 

•«* 

- el 


Table 

i — i 

H 

M 

S 

r 'i 

Jchedule 

of  Property  Valuuti 

.on,  1950  - 1940 

Year 

Valuation 

Year 

Valuation 

1930 

693,118,288 

1936 

637,112,120 

1931 

684,881,054 

1937 

787,115,100 

1932 

639,356,640 

1938 

797,749,060 

1933 

619 , 420 , 120 

1939 

761,126,330 

1934 

616,239,400 

1940 

732,062,210 

1935 

618,015,440 

TO  ITO . , p 133 
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law,  changes  that  might  add  something. to  the  city  treasury  from 
this  source  if  efficiently  and  intelligently  applied.  The 
following  have  been  proposed. 

The  Tax  on  Intangibles 

,/e  have  already  spoken  of  the  rather  special  fourmill 
tax  that  the  Rhode  Island ’community  levies  upon  intangibles,  and 
how  it  arose  under  the  general  state  tax  system  revision  of  1912. 

We  have  seen  that  in  ever}  year  since  its  introduction  it  has 
contributed  a sizable  amount  to  the  various  municipal  treasuries 
and  that  it  has  come  to  be  looked  upon  as  an  integral  part  of  the 
present  state  tax  system.  It  was  a part  of  Rhode  Island’s  answer 
to  the  antewar  clamor  for  an  income  tax  and  its  yield  over  the 
years  since  1912  has  been  good.  For  a long  time  it  has  been  con- 
sidered theoretically  sound.  Of  late,  however,  it  has  been  found 
wanting  in  several  phases  of  its  application,  and  these  defects 
must  be  eliminated  or  corrected  if  aid  is  to  be  given  Rhode  Island 
cities  in  financing  their  growing  expenditures. 

As  the  provisions  of  the  law  relating  to  the  tax  on  in- 
tangibles are  now  applied,  the  local  assessors  will  tax  those  se- 
curities which  they  know  to  be  in  the  hands  of  the  municipality’s 
residents.  Naturally,  if  they  are  ignorant  of  part  or  all  of  the 
latter’s  holdings  no  tax  can  be  assessed.  Under  the  present  act 
the  assessors  cannot  compel  a detailed  list  of  the  securities  held 
to  be  given  them.  There  exists  now  the  formal  requirement,  printed 
and  published  each  year  by  the  assessors  and  for  the  most  part 
just  as  often  ignored,  that  "every  person,  co-partnership,  and 
corporation  liable  to  taxation  is  required  to  bring  in  to  the 
assessors  a true  and  exact  account  of  all  his  or  their  ratable 
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(1) 

estate”,  tut  it  has  little  practical,  value.  Most  taxpayers 
have  learned  to  disregard  it.  The  usual  practice  is  for  the 
assessors  to  tax  what  they  can  find  themselves  and  rely  upon  luck 
for  the  rest.  The  town  clerk’s  records  are  surveyed  for  mort- 
gages. In  seeking  the  ownership  of  trust  company  stocks  the 
assessors  may  draw  up  a list  of  persons  or  estates  in  their  com- 
munity who  they  believe  may  hold  taxable  securities  and  then  send 
this  list  to  the  various  banks  and  trust  companies  for  verifica- 
tions. For  other  securities,  particularly  those  of  companies  out- 
side the  state,  an  estimate  may  be  made.  Under  this  system  many 
naturally  escape.  There  is  technically  the  further  possibility 
that  the  assessors  themselves  go  through  the  files  of  the  local 
internal  revenue  collector’s  office  but  there  are  here  two  draw- 
backs. Special  authorization  through  Governor  and  Senator  must 
be  secured  before  these  records  will  be  thrown  open,  and,  second, 
most  of  the  state’s  thirty-nine  boards  have  neither  the  inclina- 
tion nor  the  facilities  to  pursue  this  course.  The  majority  of 
the  local  assessors  are  part-time  employees,  and  most  are  poorly 
paid  in  relation  to  the  hours  they  do  put  in.  The  result  is  an 
admitted  inefficiency  and  inequality  in  the  collection  of  the  in- 
tangibles tax. 

We  say  there  is  no  inclination  to  be  more  efficient  in 
this  matter  on  the  part  of  most  of  the  boards  outside  the  larger 
cities,  because  of  the  economic  status  in  which  most  of  these 
municipalities  find  themselves,  -nil  illustration  will  make  this 
clear.  A resident  of  Providence  may  find  himself  hounded  by 
assessment  officials  looking  to  his  intangibles,  since  there  is  a 


IT]  General  Laws,  State  of  Rhode  Island,  Chapter  31,  Sec.  6 


. V/  ' -J  .)  £ r . . 

• . • - i . • . • . > £ 

*1-  * a i B't-.  < - r ./• 

. 

• • . ... 

* 

i . i <3 

. . > . ■ : ; 

* 

- * 

- . t > . ' : '■  o >o  - 1 : T-' 

... 

’ ‘ < ' ' • ' 

. - ' - ‘ ' ' • ^ '■  w 

. 

ti  • L>-  -*  b.'c 

S.I  3 

- • ; . 

■1  i . 

» 


■ 

v . . . ' L - i J *•* 

. o • 

4 . ' -t.  ■ -*  . . ■ • 


-e*- 


full-time,  three-man  board  employed  by  the  city  the  members  of  which 

receive  annual  salaries  in  the  a^crepate  of  J-26,400  and  operate 

(1) 

on  a total  budget  of  more  than  ^77,000  a year.  He  also  finds, 
however,  that  many  of  the  ucorer  communities  in  ether  Darts  of  the 
state  maintain  no  such  elaborate  tax  department  and  because  of 
economic  conditions  cire  thirsting  for  every  available  dollar  of 
revenue  that  comes  within  grasping  distance.  He  knows  from  the 
experience  of  some  his  friends  that  t lese  poorer  municipalities 
will  gladly  work  on  the  premise  that  a tenth  of  a loaf  is  better 
than  none  at  all.  Soon  Providence  has  a change  of  residence. 

.An  outlying  town  acquires  a new  citizen,  apparently  lured  within 
its  confines  by  the  beauty  of  its  winding,  tree-lined  lanes  or 
by  the  quiet  and  simple  dignity  that  is  a carry-over  from  its 
historic  past.  The  new-comer  soon  takes  his  place  as  a leader  in 
civic  affairs  in  his  new  surroundings,  recognized  and  graciously 
welcomed  by  all,  and  finds  in  the  succeeding  months  that  the  local 
tax  officials  will  obsequiously  accept  whatever  he  feels  called 
upon  by  civic  duty  to  report  to  them  as  intangible  personal  hold- 
ings although  they  know  his  true  holdings  to  be  much  greater. 

He  will  never  swear  to  a written  statement  nor  will  he  be  reques- 
ted to;  his  report  will  be  oral,  perhaps  justified  through  the 
loop-hole  of  the  mental  reservation. 

This  is  no  exaggeration.  Providence  has  long  suffered 
from  seeing  many  of  its  wealthier  citizens  convert  a country 
summer  home  into  a place  of  legal  residence  and  escape  taxes  by 
doing  so.  Ilor  is  there  any  reason  to  blame  the  poorer  cities  and 
towns  for  taking  what  they  can  get  in  this  way  regardless  of 

nr  City  auditor's  me^ort , pp  45,  46 
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principle.  They  are  certainly  no  more  culpable  than  the  private 
citizen  who  uses  his  ingenuity  to  take  advantage  of  the  present 
law;  it  is  the  system  itself  that  is  at  fault. 

Critique 

Should  the  state  take  over  the .assessment  and  collection 
of  the  intangible  personal  tax,  re-distributing  it  to  the  cities 
and  towns  in  accordance  with  the  relative  amount  of  taxed  rroperty 
within  their  areas?  Even  now  it  is  a major  source  of  revenue  and 
its  productivity  undoubtedly  could  be  increased  greatly  if  it  were 
properly  administered.  Should  receipts  from  it  be  earmarked  by 
the  state  for  a specific  purpose  such  as  relief  and  returned  to 
the  local  units  on  the  basis  of  need?  Should  the  state  take  over 
not  only  the  tax  but  also  some  public  service  of  about  the  same 
cost,  such  as  increased  highway  building  and  maintenance?  ^t 
present  the  state  gasoline  tax  is  not  shared  with  the  municipali- 
ties in  Rhode  Island  as  it  is  in  most  states.  Should  the  state 
take  over  this  source  of  income  and  assume  responsibility  for 
furnishing  a service  now  administered  b}r  the  cities  and  towns, 
on  the  assumption  that  by  so  doing  the  evils  just  described  would 
be  eliminated  and  various  existing  loop-holes  plugged?  We  shall 
accept  but  one  conclusion:  that  administration  of  the  intangibles 

tax  by  the  local  tax  boards  is  not  only  inadequate  in  the  light 
of  supplying  the  revenue  needs  of  the  municipalities,  but  also 
in  many  phases  of  its  application  is  grossly  unjust  and  unfair  to 
the  majority  of  the  state’s  property-owners. 

Local  Assessment  of  Property 

This  is  not  the  only  evil  in  Rhode  Island  property  tax- 
ation that  can  be  cited.  It  has  been  long  recognized  that  propert}?- 
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assessment  itself  by  local  boards  is  not  always  governed  by 
principles  of  equality  and  justice  as  much  because  of  ignorance 
ana  lack  of  facilities  as  anything  else.  Uany  are  the  claims 
that  have  been  made  in  Providence  this  score.  It  is  questionable 
however,  that  state  assessment  of  real  and  personal  property  would 
be  any  better  in  a practical  situation.  If  it  is  a matter  of  the 
money  required  to  ensure  so-called  scientific  assessment,  Prov- 
idence certainly  is  not  nov;  niggardly  in  its  yearly  expend  itures 
^or  this  purucse.  Valuation  will  remain  a problem  to  plague  the 
tax  administrator  as  long  as  property  must  be  assessed  and  tve 
taxpayer  retains  his  right  to  protest. 

Prouerty-tax  :lxe:r?t  ions 

The  subject  of  prooerty-tax  exemptions  is  something  upon 
which  we  can  be  much  more  specific.  Most  tax  authorities  and 
officials  have  seen  property  exemption  as  a possible  threat  to 
proper  fiscal  management  should  exemptions  get  out  of  hand.  Ex- 
emptions  in  the  beginning  may  have  been  based  upon  sound  premises, 
but  often  as  these  early  statutory  provisions  were  extended  from 

one  class  of  property  to  another  the  bounds  of  logic  and  re^son- 

if 

ableness  were  exceeded.  Perhaps  44  it  were  not  for  the  fact  that 
the  subject  would  immediately  become  so  hot  politically,  a gen- 
eral revision  of  the  whole  subject  should  and  would  be  made  by 

our  municipal  units.  Under  Rhode  Island  law  there  are  no  less  than 

(1) 

sixteen  special  classes  of  property  so  exempt.  In  most  cases 
there  is  a legitimate  reason  for  each  of  these  exemptions,  but 
at  the  sane  tine  some  merely  show  the  results  that  can  be  attained 
by  well-organized  pressure  groups  seeking  to  gain  for  the  few  at 
the  expense  of  the  many. 


(l)  Public  Lav/s  19£7  of  State  of  Rhode  Island.  Chapter  986,  Sec.  1 
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There  can  be  no  quarrel  with  property  tax  exemption  ex- 
tensively applied  by  a city  that  is  well-to-do  or  even  by  the 
average  city  in  a period  of  general  economic  prosperity,  provided 
that  revenue  needs  can  continue  to  be  met  without  undue  stress 
and  strain  upon  their  citizens.  There  is  a limit  to  its  use, 
however,  and  in  Rhode  Island  this  seems  to  have  been  reached.  T^e 
Rhode  Island  municipality  of  the  40 fs  just  emerging  from  the  de- 
pression decade  and  faced  with  many  pressing  revenue  problems, 
must  seek  every  dollar  of  income  it  can  get.  There  is  no  room 
now  for  special  privilege.  A general  revision  of  the  whole  ques- 
tion of  statutory  exemption  should  be  made,  or  in  its  absence,  a 
revision  of  those  specific  nrovisions  in  the  present  law  that  seem 
farthest  out  of  line. 

In  that  section  of  the  Public  Lav/s  of  the  State  of 
Rhode  Island  just  referred  to  and  which  was  in  amendment  of  Sec- 
tion Z of  Chapter  58  of  the  General  Lawo , there  are  two  classes 
of  property  specially  exempt ed  from  taxation  which  might  serve 
as  illustrations  of  this  point.  These  are  but  two  of  sixteen, 
and  there  is  no  attempt  here  to  deny  that  a re-appraisal  of  the 
remaining  fourteen  might  be  in  order;  this  should  be  evident  from 
the  preceding  paragraph.  However,  both  cases  illustrate  more 
than  one  aspect  of  the  property  tax  exemption  problem. 

First,  the  law  provides  exemption  for  "the  estates, 

/ 

persons,  and  families  of  the  ^resident  and  professors  for  the  time 

/ 

being  of  Brown  University  for  not  more  than  ten  thousand  dollars 

(1 

for  each  such  officer,  his  estate,  person,  and  family  included.1' 
Second,  it  exempts  "the  property,  real  and  personal,  held  for  or 

(1)  Ibid., 
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by  any  fraternal  corporation,  association,  or  body  created  to 
build  and  maintain  a building  or  buildings  for  its  meetings  or 
the  meetings  of  the  general  assembly  of  its  members’,  the  entire 
net  income  of  which  is  used  for  its  members  educationailv  or 

(1) 

charitably  in  compliance  with  the  usual  provisions  to  this  effect, 
he  may  quickly  pass  over  the  first,  since  its  implications  are 
self-evident.  It  is  of  eighteenth  century  origin,  having  been 
written  into  law  in  those  pre-Re volutionary  har  days  when  the 
University  was  one  of  only  eight  in  the  country;  th^t  its  exemptions 
today  are  justified  is  questionable,  to  say  the  least. 

The  second  presents  a problem  that  is  a bit  more  com- 
plex. This  exemption  for  fraternal  organizations  on  its  face  seems 
entire^7  reasonable.  The  view  might  well  ' e taken  that  the 
fraternal  association  by  reason  of  its  housing  and  in  other  ways 
caring  for  its  members  do-s  somewhat  lighten  the  burden  of  the 
community;  as  a whole,  and  that  therefore  tax  exemption  is  no  more 
than  fair  in  return.  Others  freed  from  paying  a tax  perhaps  do 
less.  However,  the  picture  has  another  side. 

First  of  all,  the  city  is  in  nc  position  financially  to 
forego  legitimate  revenue.  It  currently  needs  all  the  income  it 
can  ~et , and  by  passing  over  revenue  of  this  nature  the  burden 
resting  upon  the  backs  of  the  rest  of  the  pooulace  is  merely  made 
heavier.  But  in  addition,  it  is  discriminatatory  as  novr  allied. 

Some  few  months  before  its  enactment,  one  of  the  larger 
fraternal  organizations  of  the  state  constructed  a building  in 
Providence  that  if  completed  would  have  been  perhaps  the  most 
elaborate  of  its  kind  in  this  section  of  the  country.  Unf ortunately 
it  was  never  finished,  although  a magnificant  shell  stands  on 


(1)  Ibid 
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■0H  the  site  to  this  day;  as  the  story  goes,  the  organization  pre- 
maturely ran  out  of  money.  Some  time  later  an  exemption  was 
granted  by  state  lav;  on  the  property  of  fraternal  associations  or 
their  building  corporations  was  immediately  applied  to  this 
property  and  has  been  ever  since. 

There  are  many  other  similar  organizations  not  only  in 
Providence  tut  throughout  the  state,  and  the  question  has  naturally 
risen,  Do  all  of  these  too  come  under  the  act?  No  authoritative 
decision  has  as  yet  been  rendered  on  this  point.  In  most  in- 
stances the  matter  is  settled  by  separate  and  independent  agree- 
ment between  the  societies  who  take  it  upon  themselves  to  claim 
exemption  and  the  various  town  and  city  tax  boards.  There  is 
no  uniform  application  of  the  law.  Although  a case  is  now  pend- 
ing in  the  courts  the  various  cities  and  towns  have  for  a long 
time  interpreted  it  as  they  wished  and  in  most  cases  have  extended 
it  to  all  fraternal  organizations  only  when  the  pressure  these 
latter  could  bring  to  bear  was  so  strong  that  it  could  not  polit- 
ically be  resisted.  Until  a decision  is  rendered  this  lack  of 
uniformity  will  continue  to  breed  ill-feeling  and  distrust. 

The  point  is,  if  we  are  going  to  have  a law  of  this 
nature  at  all,  it  should  be  sc  worded  that  it  will  clearly  include 
all  similar  social  and  fraternal  societies.  This  would  mean  a 
very  large  aggregate  loss  to  cities  like  Providence  when  the 
Knights  of  Columbus  Councils,  Masonic  groups,  Dlks,  Magles,  and 
numerous  other  organizations  maintain  quarters.  To  many  of  the 
poorer  towns  outside  Providence  it  would  be  a financial  blow  of 
considerable  force,  as  many  now  derive  quite  a bit  of  revenue  from 
these  properties.  The  provisions  of  the  law  would  thus  be  appli- 
cable to  all  under  law,  as  they  should  be  under  our  form  of 
government . 
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But  this  is  not  the  true  answer.  If  any  action  is  to 
be  taken  at  all  it  should  be  in  the  opposite  direction,  a limit 
has' already  been  reached  in  granting  tax  exemptions  to  classes 
of  property  of  this  sort,. and  it  is  questionable  whether  they  can 
be  justified  under  modern,  present-da;,  circumstances.  This 
can  be  applied  to  much  more  than  the  property  of  fraternal  or- 
ganizations; through  a policy  that  if  anything  has  been  marked 
by  too  much  liberality  there  is  much  today  on  the  tax-exempt  list 
that  should  be  a legitimate  source  of  revenue  for  the  hard- 
pressed  city.  1'any  doubt  that  the  indirect  contribution  of  or- 
ganizations of  this  nature  to  the  community  in  which  they  exist 
is  proportionate  to  the  special  privilege  the;  enjoy  in  tax 
matters.  Since  their  membership  is  in  no  way  a coerced  member- 
ship and  since  they  operate  presumably  in  the  public  as  well  as 
their  own  interest,  they  should  be  made  to  carry  their  share  of 
the  load.  ' There  should  come  a time  when  many  new  taking  advantage 
ofthis  over-liberality  on  the  part  of  the  state  will  find  them- 
selves forced  to  turn  over  their  share  to  the  public  treasuries. 

A tightening  of  the  tax  laws  in  this  respect  mivht  do  much  to 
help  Providence  in  administering  its  present  property  tax  pro- 
visions . 

The  City’s  Own  pLeal  Astate  Hollins -s 

Another  very  closely  allied  problem  to  property  tax 
revenue  is  that  revolving  around  the  real  estate  holdings  of  the 
city  itself.  Naturally  it  is  not  proposed  that  these  holdings 
should  be  taxed  by  the  city,  as  this  would  approach  the  absurd, 
but  it  is  a fact  that  as  these  city -owned  properties  increase  in 
number  there  is  constantly  less  and  less  legitimate  property  to 
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be  taxed  as  the  base  declines.  Table  XXVIII  shows  the  property 
held  by  the  city  at  the  end  of  the  last  fiscal  year. 

The  items  in  this  list  that  we  are  primarily  in- 

\ 

terested  in  are  the  miscellaneous  holdings,  the  property  donated 
to  the  city  in  the  large  grants,  and  that  acquired  by  the  city 
through  tax  sale.  In  the  aggregate  the  three  come  to  4,699,338, 
and  with  the  exception  of  part  of  the  first,  all  represent 
property  that  in  orivate  hands  would  contribute  much  to  the  muni- 
cipal treasury.  The  mruSt  Fund  property  amounts  to  almost  half 
this  aggregate.  It  has  been  held  by  the  city  for  varying  lengths 
of  time:  the  Dexter  donation  was  devised  to  Providence  in  1824, 

the  large  Smith  bequest  was  accepted  by  the  city  in  1937.  The 
greater  part  of  the  real  estate  called  miscellaneous  in  the  table 
represents  land  acquired  in  scattered  lots  from  time  to  time  from 
one  end  of  the  city  to  another. 

The  city  derives  some  income  from  this  property,  but  at 

the  same  time  much  of  it  lies  unnroduct ive.  In  1940,  118,697.68 

(1) 

was  received  in  cash  from  rental  of  the  trust  fund  property. 

i'15,764.26  was  credited  in  the  general  fund  at  the  same  time  from 

(Z) 

the  rental  of  general  prone rty.  The  Dexter  donation  has  perhaps 
the  best  record  of  all  these  holdings,  since  its  rates  are  so  set 
that  it  produces  an  annual  rental  income  of  g8,366.50  on  a total 
assessor’s  valuation  last  year  of  £814,480.  In  addition,  it 

carries  the  proviso  that  "all  estates  leased  for  forty  years  (all 

/ 

but  three  out  of  fifty-two)  are  subject  to  an  additional  sum  each 

(3) 

year  equal  to  the  annual  city  tax.:r 

TTT"iiT  Treasurer’s  he port , for  year  ending  September  30,1940 

pp  145,  146 


(<:)  Ibid.,  pp  138,140 

(3)  City  auditor’s  Report,  p 125 
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(1) 

Table  XXVIII 

Schedule  of  Heal  Estate  Held  by  City  of  Providence 


Description  Value 


Miscellaneous  public  buildings,  etc. 

9,199,300 

00 

Public  parks,  playgrounds,  etc. 

5,419,740 

00 

Miscellaneous 

1,676,326 

00 

Public  school  estates 

20,822,800 

00 

Fire  stations 

1,252,080 

00 

Police  estates  and  ward  rooms 

339,420 

00 

Real  estate  acquired  at  tax  sale 

540,160 

00 

Hater  works 

12.275,984 

19 

Total,  other  than  trust  funds 

$51,725,810 

19 

Held  by  trust  funds: 

Dexter  donation 

814,480 

00 

Charles  H.  Smith  trust  fund 

1,410,212 

00 

Anna  H.  Man  estate 

58,160 

00 

Total 

'^54,008,662 

19 

Cl)  City  Auditor1 s Report,  p 128 
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But  this  is  not  the  case  with  city  property  generally.  her.  the 
amount  of  the  city’s  holdings  are  added  to  the  many  exemptions 
from  taxation  granted  other  special  classes  of  property  it  does 
seem  that  the  city  may  reach  a point  where  it  will  find  its  hold- 
ings much  more  a burden  than  a benefit.  And  Providence  at  presen t 
is  much  better  off  in  this  respect  than  some  of  its  less  wealthy 
neighbors.  Those  connected  with  tax  matters  generally  deplore  ac- 
quiring new  properties  that  are  unproductive,  since  this  merely 
diminishes  the  amount  of  property  available  for  taxation.  It 
would  therefore  seem  that  the  subject  of  property  tax  exemption 
should  be  re-explored  from  this  viewpoint  also,  since  it  might 
prove  very  profitable. 

Other  Revenue  Problems 

The  most  pressing  problem  of  all  in  current  finance  in 
the  city  of  Providence  is  that  concerned  with  the  financing  of 
relief.  Perhaps  this  is  true  of  most  cities  in  the  country  today; 
it  is  certainly  true  of  the  rest  of  the  municipal  units  in  Rhode 
Island.  Relief  came  upon  the  city  as  a temporary  affair,  a re- 
sult of  the  catastrophe  of  1929  that  in  the  opinion  of  many  would 
remain  for  a time  but  then  surely  pass  on.  Before  the  beginning  of 
the  last  decade  relief  in  anything  approaching  the  proportions  it 
has  reached  since  was  undreamed  of.  It  arose  as  a problem  that  was 
new  and  different,  something  that  called  for  a solution  where  there 
was  no  past  experience  upon  which  the  fiscal  officer  could  form- 
ulate an  answer. 

Many  attempted  no  answer.  A large  number  of  administra- 
tive officials  struggled  along  from  year  to  year  handling  its 
costs  as  best  the}?"  could  on  no  more  than  one-year  programs,  letting 
tomorrow  take  care  of  itself  and  hoping  that  somehow,  someday*-, 
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economic  conditions  would  take  a turn  for  the  better  and  everything 
would  come  out  all  right.  Providence  was  one  of • these.  It  con- 
sidered relief  a fiscal  phenomenon  whose  problems  and  perplexi- 
ties would  soon  pass  with  brighter  days.  It  financed  its  expen- 
ditures as  best  it  could,  accepting  grants  whenever  possible  and 
generally  showing  no  indication  that  it  saw  in  relief  anything  but 
an  evil  that  was  to  last  for  only  a very  short  time.  There  was 
no  expectation  that  it  might  develop  into  a permanent  affair  and 
therefore  require  the  working  out  of  a long-term  program  to  pay 
its  costs.  The  city  borrowed  heavily:  it  incurred  more  than  17 
per  cent  of  its  present  general  debt  by  floating  unemployment  re- 
lief bonds  to  the  amount  of  §10,150,000  in  the  years  between  1934 
and  1940.  ,/e  have  seen  that  most  authorities  frown  upon  the 

issuance  of  bonds  for  relief  purposes,  and  that  in  Providence  the 
ere  at  ion  of  this  indebtedness  in  great  part  accounted  for  a tre- 
mendous rise  in  the  city’s  net  debt.  It  is  only  no w,  however, 
that  relief  is  being  recognized  as  something  more  than  temporary 
in  nature. 

The  question  arises,  why  a consideration  of  relief  ex- 
penditures in  a discussion  of  city  revenue  problems?  The  subject 
is  taken  up  here  although  seemingly  out  of  place  because  it  is  so 
intimately  interwoven  with  the  problem  of  revenue  and  especially 
with  that  15  per  cent  of  city  income  that  does  not  flow  from  the 
property  tax.  Relief  alone  accounts  for  the  strain  that  today 
exists  in  Providence  city  finance  and  is  at  the  root  of  many  of 
the  proposals  that  have  been  made  for  a modification  of  that 
revenue  system. 


....  • ■ 

. 

. 

- 'i  ;t  j? 

■« 

. 

I 

. 

. . 

. . i ; J . I 

' < • ‘ 

*J  ’ * Jl  ' ^ r^°  ; 1 Til 

. . -i-oq;.  e -1  ^ J y 

■ 


95 


Increasing  the  Use  of  the  Shared  Tax 

lie  have  seen  that  the  State  of  Rhode  Island  employs  two 
shared  taxes:  that  on  beers  and  alcoholic  beverages,  and  that 

on  horse-racing.  Both  are  distributed  half  to  the  state  and  the 
other  half  to  the  various  cities  and  towns.  Receipts  from  horse- 
racing in  Providence  were  shown  in  the  schedule  of  total  revenue 
previously  presented.  Receipts  from  the  liquor  tax  were  included 

on  that  schedule  also  under  ’business  and  non-business  licenses'; 

(1) 

in  1940  they  amounted  to  -;:390 ,27 £.83.  The  unusual  fact  about 
the  state’s  use  of  the  shared-tax  plan  is  that  it  has  not  been 
applied  to  a gasoline  or  other  highway  tax.  Perhaps  this  was 
based  originally  on  the  premise  that  since  Rhode  Island  is  so  com- 
pact and  so  densely  populated  the  state  should  take  over  a large 
percentage  of  the  heavily-travelled  roads  outright,  leaving  the 
cities  and  towns  to  finance  the  construction  and  maintenance  of 
the  rest  as  best  they  could.  This  leaves  Providence,  however,  in 
a peculiar  situation.  Since  it  is  so  much  the  hub  of  the  state, 
and,  as  someone  has  said,  since  everything  in  Rhode  Island  begins 
and  ends  within  its  confines,  it  does  seem  that  it  deserves  out- 
side aid,  for  the  maintenance  of  its  thoroughfares,  and  through 
something  similar  to  a shared  gasoline  tax.  Daily  the  city  is 
host  to  thousands  of  workers  and  shoppers  from  outside  its  own 
limits,  and  naturally  they  contribute  little  or  nothing  to  the 
support  of  irs  streets,  a proposal  has  therefore  been  made  that 
the  state  contribute  something  out  of  its  own  highway  receipts  to 
help  in  this  way  to  alleviate  the  revenue  problem  here. 

This  may  be  looked  upon,  however,  as  merely  another 


(1)  Ibid. , p 55 
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example  of  city-state  buck-passing  and  whether  it  would  be  a 

good  step  to  take  is  debatable.  The  state  itself  is  not  in  so 

healthy  a financial  condition  that  it  would  at  once  accept  this 

opportunity  of  thus  reducing  the  revenue  available  for  financing 

its  own  expenditures,  and  because  the  outlying  small  towns  have 

control  of  the  machinery  of  state  government  it  is  doubtful  that 

such  a proposal  could  pass  its  legislature.  Another  suggestion 

has  therefore  been  made,  a suggestion  much  more  radical  and  for 

staid  Rhode  Island  even  revolutionary.  It  is  worth  analysis, 

since  it  attacks  the  problem  at  its  core  and  is  very  closely  bound 

to  the  relief  question,  the  greatest  single  issue  in  present-day 

Providence  finance. 

Assumption  of  Relief  by  the  State 

It  has  been  proposed  that  a drastic  revision  of  state- 

city  relations  be  made,  particularly  as  they  center  around  un- 

( 1) 

employment  relief.  The  city  has  recognized  relief  as  its  major 
head-ache  since  the  depression,  and  it  is  now  considered  to  have 
become  a state  problem  as  well.  It  is  believed  that  the  strain 
upon  the  city  could  in  some  measure  be  alleviated  and  that  "sub- 
stantial sums  of  monej^  could  be  saved"  if  "the  State  assumed  the 

entire  cost  of  Unemployment  Relief  and  assumed  the  responsibility 

(2) 

for  the  administration  of  such  funds.”  Significantly,  this  comes 
from  the  state  itself  rather  than  from  the  more  directly  benefitt- 
ing  municipality.  It  would  fundamentally  change  the  entire  con- 
cept of  state  and  city  responsibility  for  relief  as  this  exists 
at  present.  Passing  over  the  factor  of  additional  centralization 
of  power  that  immediately  comes  to  mind,  this  plan  would  unques- 


(1)  annual  Budget  Message, 

(2)  Ibid. 


Governor  of  State  of  Rhode  Island 
March  5 , 1941 
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tioncxbly  relieve  the  municipality  of  one  cf  its  most  trcubesorce 

i 

problems  and  one  which  it  has  not  yet  shown  itself  capable  of 
solving.  If  we  assume  that  the  state  could  stand  it  financially, 
its  most  objectionable  feature  would  be  its  furtherance  of 
state  bureaucracy.  This,  however,  might  seem  a rather  slim  ar- 
gument to  be  advanced  in  an  era  when  all  trends  point  in  that 
direction  anyway,  and  by  a governmental  unit  that  has  proved  it- 
self incanable  of  working  cut  its  own  solution.  From  the  admin- 
istrative viewpoint,  the  city  would  probably  be  delighted  to  be 
able  to  get  out  from  under  if  a plan  cf  this  sort  should  prove 
f easable . 

Conclusion 

It  is  probable  therefore  that  additional  state  aid  will 
shortly  be  given  the  city,  but  the  form  this  aid  will  take  may 
be  considered  uncertain.  It  may  be  accomplished  by  more  and 
greater  sharing  of  taxes,  or  it  may  be  brought  about  by  having 
the  state  assume  responsibility  for  unemployment  relief.  If  the 
latter  should  materialize  the  city  might  in  the  process  lose  some 
of  its  present  revenue  but  it  would  undoubtedly"  feel  that  its 
escape  from  relief  requirements  would  more  than  compensate  for 
this  loss.  Other  sources  of  revenue  should  remain  about  the  sane, 
mn  increase  in  federal  spending  for  defense  will  probably7  result 
in  increased  use  of  the  grant-in-aid  while  the  state  will  extend 
its  use  of  the  shared  tax.  Yield  from  the  other  various  sources 
will  probably  continue  to  fluctuate  with  general  business  condi- 
tions but  in  very  few  y~ears  will  these  sources  come  to  have  much 
greater  relative  significance  than  at  present. 
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Chapter  VI 
City  Expenditures 

Table  XXTX  shows  expenditures  of  the  cit3r  of  Providence 
during  the  past  two  fiscal  years  and  a percentage  analysis  of 
them  for  each  of  these  periods.  Apended  are  the  excesses  of  ex- 
penditures over  receipts  on  a revenue  basis. 

General  City  Purposes 

A total  of  $6,331,994.36  was  spent  during  the  fiscal 
year  1940  for  what  we  may  term  general  city  purposes.  These  are 
the  expenditures  wherein  most  economy  could  be  practiced.  They 
fall  for  the  most  part  directly  under  the  city  administration’s 
control,  and  if  reductions  are  practicable  at  all  their  application 
here  would  be  easiest.  The  total  is  made  up  of  disbursements  for 
general  government,  for  protection  to  uerson  and  property,  for 
conservation  of  health,  for  sanitation,  for  charities,  hospitals, 
and  corrections,  for  highways,  and  for  recreation.  The  first, 
general  government,  includes  besides  expenses  of  all  the  ordinary 
departments  payments  charged  to  police  and  probate  courts,  public 
works,  and  public  buildings.  The  title  ’protection*  includes  the 
police  department’s  expenditures  of  $1,307,393  and  the  fire  de- 
partment’s charges  of  $1,101,127;  here  also  are  the  expenses  of 
the  Public  Service  Engineer  and  the  Buildings  Inspector.  The 
Caption  ’Sanitation  or  -promotion  of  cleanliness’  covers  expenses 
of  sewage  maintenance,  the  sewage  disposal  plant,  and  the  city 
incinerator.  Both  of  these  are  operated,  as  municipal  service  en- 
terprises by  the  city  but  because  receipts  from  them  are  negligi- 
ble neither  is  accounted  for  as  such  in  the  city’s  records  and 
reports.  Expenditures  for  the  incinerator  totaled  more  than 
$236,000  in  1940,  while  revenue  receipts  from  this  source  came 
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Comparative  Condensed  Statement  of  Revenue  Expenditures 

1940  and  19  39 
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(1)  City  Auditor's  Report, 
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(1) 

to  only  $£7,000.  Expenses  of  sewer  maintenance  amounted  to  al- 

ls) 

most  $£70,000,  and  revenue  receipts  but  ,513,000.  The  balance 
of  the  expenditures  in  the  sanitation  account  were  for  the  Sani- 
tary Engineer  of  plumbing  and  drainage,  public  comfort  stations, 
and  public  bath  houses. 

Under  ’highways’  are  listed  payments  for  highways,  bridges, 
lights,  sidewalks  and  curbing,  snow-removal,  and  municipal  dock 
expenditures.  Under  ’charities  and  hospitals’  are  shown  expenses 
of  not  quite  $75,000  incurred  for  the  Dexter  Asylum  and  almost 
$370,000  for  the  city  hospital;  grants  are  also  made  under  this 
account  to  ten  other  institutions  of  a like  nature  in  sums  ranging 
from  $500  to  $110,000.  ’Recreation’  includes  expenditures  incurred 
by  the  city’s  elaborate  park  system,  the  most  outstanding  of  which, 
Roger  williams  Park,  known  throughout  this  section  of  the 
country  as  one  of  its  most  delightful  beauty  spots,  showed  gross 

exoenses  of  ^140,000.  There  is  an  interesting  side-light  here. 

(3) 

More  than  half  this  sum,  $77,596  to  be  exact,  came  ftom  the 
Charles  H.  Smith  Fund  which  was  created  some  few  years  ago  for 
the  up-keep  of  this  historic  spot.  Under  the  terms  of  the  bequest 
it  was  specified  that  income  from  the  fund  should  be  used  only 
for  one  purpose  - trees,  shrubs,  etc.  - and  that  if  these  provis- 
ions were  violated  by  the  city  the  grant  should  immediately  revert 
to  Harvard  College.  Harvard  brought  suit  against  the  city  last 
November  on  the  grounds  that  the  city  had  so  violated  its  contract, 
and  the  action  is  now  pending  in  the  courts.  Jhould  it  go  to  Har- 
vard there  is  no  question  but  that  the  city  would  be  hard  put 
to  replace  this  revenue. 


(l)Ibid.,  pp  57  and  38  respectively 
(£)  Ibid. 

(3)  Ibid. , p 67 
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Along  with  expenditures  for  this  park  go  payments  for 
city  playgrounds,  the  municipal  golf  course,  and  similar  items. 

At  the  end  of  this  section  we  shall  see  how  all  the  city’s  pay- 
ments compare  with  those  of  other  cities  in  its  population  class. 
Fixed  Charges  not  including  Debt  service. 

In  the  yrear  1940,  2133,616.05  was  s cent  for  various 

(1) 

city  pension  and  retirement  plans  and  out  of  the  contingency’-  fund. 

The  former  includes  a general  city  employees’  fund,  a policemen’s 
fund,  and  a plan  of  the  same  type  for  firemen.  The  contingencies 
fund  total  of  £54,800  is  also  considered  among  those  expen  iitures 
which  must  be  provided  for  annually  with  very  little  variation  in 
amount  and  for  this  reason  is  included  with  the  other  expenditures 
of  a regularly  recurrent  nature. 

Education 

Education  is  by  far  the  largest  single  item  in  the 
annual  budget,  its  cost  of  more  than  £4,500,00  being  almost  double 
the  size  of  the  next  individual  disbursement.  The  city  main- 
tains about  seventy  elementary7-  and  grammar  schools,  eight  com- 
paratively new  junior  high  schools,  and  five  secondary  schools. 
Besides  these  it  has  administration  building s and  special  trade 
schools,  and  the  total  assessors  valuation  of  all  the  ulna  and 
buildings  in  the  public  schools  account  comes  to  920,882,800.  In 
the  administrative  department  #169,416,44  was  spent  in  salaries 

and  clerical  payments,  and  the  sum  of  13,472,721.21  for  what  is 

(2) 

called  "technical  services"  - instruction  or  teachers’  pay. 
Administrative  authority  is  vested  in  a Superintendent  of  Schools 


(1)  Ibid.,  pp  68,69 

( 2)  Ibid. , p 64 
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and  he  in  turn  is  aided  by  an  elected  school  committee.  There 
is  supposedly  no  politics  in  the  school  system,  its  control  be- 
ing formally  independent  of  the  city  administration.  School  ex- 
penditures as  we  have  already  seen  experienced  a very  sharp  rise 
in  the  last  two  decades,  and  it  may  occasionally  be  questioned 
whether  all  are,  on  a business-like  basis,  justified  in  do  liar- 
value  return. 

Debt  Service 

In  1940,  25.045  per  cent  of  the  total  city  expenditures 
was  for  payments  to  retire  part  of  the  city  debt  and  for  interest 
thereon.  This  has  been  pointed  to  as  the  primary  cause  of  the 
city’s  operating  at  a deficit  since  early  depression  days.  We 
have  already  seen  that  debt  service  should  not  exceed  25  per  cent 
of  the  current  budget  as  a maximum  and  that  the  trend  should  more- 
over be  downward.  Unless  revision  is  made  of  the  Providence  debt 
program  very  shortly,  the  city’s  debt  service  disbursement,  high 
now,  will  continue  at  the  present  rate  for  some  five  or  six  years 
to  come. 

We  can  be  more  thorough  in  treating  debt  service  require- 
ments after  an  analysis  of  city  debt  itself.  In  the  past  fiscal 
year  £3,930,000  was  paid  on  the  principal  and  as  general  interest 
by  the  city  administration.  It  appears  that  in  1941  the  total 
charge  on  this  score  will  be  close  to  $4,400,000:  £2,719,100  is 

due  as  a principal  payment  on  maturing  bonds  alone  in  this  year. 

The  anticipated  average  over  the  years  to  1946  has  been  estimated 

(1) 

to  be  in  the  neighborhood  of  £4,250,000.  Over  these  years  at 
least  this  much  must  be  provided  for  out  of  revenue  receipts;  it 
accounts  for  much  of  the  fear  that  an  unbalanced  budget  will  con- 
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tinue  in  the  offing  for  some  time. 

In  order  to  lessen  the  strain  this  would  necessitate 

upon  current  revenue,  it  has  been  suggested  that  refund  in*-  of  the 

(1) 

general  debt  be  resorted  to  by  the  city  government.  The\claim 
is  made  in  justii ication  of  this  course  that  many  other  municipal- 
ities have  done  this  as  an  aftermath  of  the  depression.  7/e  may 
postpone  judgment  of  this  step  until  we  reach  an  analysis  of 
bonds  now  outstanding.  At  present  it  is  sufficient  to  note  that 
a two- fold  plan  has  been  evolved  to  remedy  the  situation.  There 
is  a very  large  floating  or  unfunded  debt,  totaling  $9,863,000 

on  September  30,  1940  and  since  increased  by  another  SI, 000  000 

(2) 

and  this  has  long  been  a source  of  trouble  to  the  city.  Part 
of  this  is  to  be  funded  - as  planned  at  present  it  might  amount 
to  more  than  half  this  first  year  - and  at  low  interest  this  ac- 
tion is  expected  to  relieve  the  situation  somewhat.  Along  with 
this  funding  of  lloating  indebtedness  will  be  a refunding  of  the 
general  debt  at  the  rate  of  $1,000,000  a year  for  at  least  the 
next  five  years  and  possibly  for  several  more  thereafter.  This 
again,  it  is  hoped,  should  be  accomplished  at  more  favorable  in- 
terest rates.  Both  these  operations  have  already  been  authorized 
by  the  state  legislature  and  the  Governor.  Through  a combination 
of  both  parts  of  this  program  the  annual  expenditures  for  debt 
service  would  be  reduced  to  ,,  3, 250, 000,  an  amount  that  it  is 
thought  can  be  carried  fairly  well  in  the  current  budget.  If  in 
addition,  relief  were  also  provided  for  in  one  of  the  ways  that 

has  already  been  mentioned,  the  budget  might  possibly  be  brought 
into  balance. 

Looking  at  the  same  problem  from  another  viewpoint,  we 
-l  inu  that  the  cit*  ’ s total  expend  itur  es  for  general  government, 


(1) lbid. 

( 2)  City  Auditor’s  Report,  p 34 
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education,  and  fixed  pension  and  retirement  nlans  came  last  year 
to  11,761,666.73.  be  have  already  seen  that  total  revenue  to 
the  city  was  $14,734,796.23*  This  obviously  leaves  a balance  of 
not  quite  '5,000,000  available  for  debt  service.  These  figures 
are  perhaps  as  close  an  estimate  as  possible  as  to  what  will  be 
the  city’s  revenue  and  expenditures  over  the  years  immediately 
ahead.  It  is  hard  to  see  where  more  revenue  is  to  come  from  un- 
less a drastic  revision  is  to  be  made  of  the  state’s  laws  or  a 
major  shake-up  occur  in  cit? -state  relationships,  ^t  the  same 
time,  regardless  of  the  expected  promises  of  stringent  economy 
made  at  election  time  by  each  nclitical  party,  it  is  also  imposs- 
ible to  exoect  that  any  material  reduction  will  be  made  in  general 
government  or  education  expenditures  in  this  way.  Debt  service 
charges  must  therefore  be  adjusted  to  fit  into  this  three  million 
dollar  allowance  or  as  close  to  this  figure  as  possible,  belief 
obviously  must  be  financed  by  some  special  arrangement  and  not  as 
it  has  been  up  to  date.  If  revenue  should  rise  as  the  result  of 
more  prosperous  general  business  conditions  as  now  appears  orobable, 
or  if  the  yearly  debt  service  expenditure  could  be  reduced  to 
;3, 250, 000,  a balanced  budget  might  be  the  result  unless  a new- 
spending  and  borrowing  spree  v/ere  entered  upon.  Postponing  debt 
principal  payments  through  refunding  has  its  objectionable  features 
and  under  normal  circumstances  might  not  be  condoned  at  all,  but 
under  present  circumstances  it  would  undoubtedly  be  considered  the 
lesser  of  two  evils. 

Comparative  analysis  of  Providence  Receipts  and  Expenditures 

In  order  to  complete  our  study  of  Providence’s  current 
budget,  this  would  seem  to  be  the  proper  place  to  add  a schedule 
of  the  total  expenditures  of  cities  of  over  100,000  population 
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throughout  the  country  and  a oer  capita  and  percentage  analysis 
of  them.  The  year  covered  is  1937,  latest  for  which  complete 
figures  are  available,  and  the  cities  considered  are  the  same 
as  those  whose  revenue  receipts  in  this  same  year  were  reported 

(D 

previously.  The  percentage  distribution  for  Providence  during 
1940  is  placed  in  the  last  column  where  possible  so  that  a com- 
parison can  be  made.  The  difference  in  the  years;  covered  should 
be  considered  when  this  schedule  is  interpreted. 

Conclusion 

In  concluding  this  section,  we  shall  now  see  ho w both 
revenue  and  expenditures  for  Providence  in  1957  compared  with 
those  of  other  cities  in  its  class  at  that  time.  although  it  has 
been  necessary  to  go  back  to  1937  once  again  since  more  up-to-date 
nation-wide  figures  are  not  published,  it  is  doubtful  whether 
there  has  been  a radical  change  in  the  city’s  relative  position 
since  tvat  time  anyway. 

In  making  this  analysis  ten  cities  ranking  immediately 
above  Providence  in  size  are  taken  alone  with  those  ten  just 
smaller  than  it  in  population.  This  grouping  should  be  favorable 
to  the  presentation  of  a fair  picture  of  the  relative  position 
of  Providence,  since  the  number  of  cities  used  is  broad  enough 
to  have  factors  such  as  geographical  position,  local  industries, 
and  the  like  average  out  in  the  long  run.  Providence  ranks 
thirtv-seventh  in  size  in  the  country;  the  ten  immediately  ore- 
ceding  it  are,  in  order,  Columbus,  Toledo,  Oakland,  .Denver,  At- 
lanta, Dallas,  St.  Paul,  Birmingham,  Akron,  and  Memphis.  Those 


( 1)  See  p . V/ 
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smaller  are  San  Antonio,  Syracuse,  Dayton , Oklahoma,  Worcester, 
Richmond,  Youngstown,  Grand  Rapids,  and  Fort  Worth.  The  compar- 
ison is  made  from  figures  presented  by  the  Bureau  of  the  Census 

(1) 

for  this  year. 

From  this  comparison  we  find  that  Providence  was  second 
only  to  Denver  in  the  total  revenue  collected  by  all  cities  in  the 
one  hundred-three  hundred  thousand  population  class.  Computed 
on  a per  capita  basis  it  ranked  seventh  in  this  resue ct.  It 
showed  the  highest  general  property  tax  yield,  olS , 640 ,000  having 
been  collected  from  this  source  to  .11,919,000  for  its  closest 
rival,  Denver.  In  the  detailed  break-down  of  its  other  receipts, 
coming  to  about  15  per  cent  of  the  total,  it  ranked  very  low  in 
revenue  from  licenses,  permits,  and  fines;  its  income  from  rents 
was  insignificant,  and  it  was  fifth  from  highest  in  receipts  from 
interest.  It  also  ranked  fifth  in  pension  and  retirement  assess- 
ments. Two  very  important  facts  stand  out  next:  it  was  very  low 

relatively  in  its  income  derived  from  shared  state  taxes,  and  of 
all  cities  in  its  population  class  it  ranked  thirty-fifth  in  in- 
come from  grants-in-aid . Its  property-owners  therefore  have 
shouldered  the  .iajor  portion  of  its  revenue  problems,  and  there 
has  been  very  little  dependency  upon  outside  aid  in  financing  its 
expenditures  - much  less  than  in  the  case  of  most  cities  of  its 
size . 

Denver  again  is  the  only  comparable  municipality  when  we 
come  to  compare  disbursements.  It  was  the  only  city  that  exceeded 
Providence  in  the  matter  of  total  costs  incurred,  and  this  also 
applied  to  expenditures  for  general  administration  and  operating 

(l~)  Financial  Statistics  of  Cities,  pp  8,15,16,19,25 
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and  maintenance  charges.  ' On  the  per  capita  basis  Providence  was 
eighth  in  19o7.  Of  all  these  cities  it  ranked  first  in  exiendi- 
tures  for  police  protection,  and  second  to  Oakland  for  fire  de- 
partment disbursements.  It  was  sixth  in  payments  charged  to  the 
highways  account,  and  second  in  those  labelled  ’sanitary*.  It 
holds  fourth  place  for  hospital  costs,  and  third  for  its  contri- 
butions to  charities.  In  the  highly  important  matter  of  school 
expenditures  it  gave  place  to  Denver  and  Oakland,  and  was  also 
third  for  recreational  expenditures.  It  ranked  second  in  provid- 
ing pension  and  retirement  benefits,  and  seventh  in  its  contri- 
butions to  public  service  enterprises.  Denver  and  Dallas  out- 
srent  it  in  capital  outlays,  and  Oakland  was  the  only  city  exceed- 
ing it  in  interest  payments.  Finally,  only  one  city,  Oakland 
again,  surpassed  it  in  its  debt  principal  reduction  that  year, 
and  this  excess  was  only  very  slight.  The  same  general  conclus- 
ion pertains,  then:  as  far  as  general  expenditures  are  concerned 

the  Providence  record  was  fairly  commendable,  but  its  debt 
service  payments  once  more  indicate  that  a great  deal  of  improve- 
ment could  be  desired  in  this  line. 
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Chapter  VII 

Funded  and  Unfunded  Citv  Debt 

. , ... — - — -*■ - 

General  Cit3r  Debt 

On  September  30,  1940,  the  city  of  Providence  had  out- 
standing $9,862,655.86  in  notes,  $18,000,000  gross  and  $11,587, 

413  net  in  water  supply  debt,  and  $48,195,000  gross  and  $37,420, 

(1) 


447  net  in  general  debt.  The  total  bonded  debt  increased  by 
$858,500  in  this  year  over  the  1939  figure,  the  sinking  fund  which 
is  applied  against  it  by  $371 ,034..  17 , and  short-term  notes  de- 
creased -tf48 ,05*3. 35 . .ill  theoe  changes  represented  improvement  over 
previous  years’  figures,  since  figures  show  their  debt  increases 
were  considerably  greater. 

according  to  the  City  Auditor,  "the  increase  in  debt 

(in  1940)  is  occasioned  primarily  by  the  policy  of  borrowing  and 

ultimately  funding  all  relief  expenditures,  which  can  be  obviated 

(2) 


only  by  increased  revenues".  Bonds  to  the  amount  of  $8,395,000 
are  now  outstanding  for  relief,  17.41  per  cent  of  the  total  gen- 
eral debt.  Table  ZXXI  shows  the  composition  of  the  bonded  indebt 
edness  outstanding  at  the  end  of  the  last  year, -the  gross  amount 
outstanding  at  this  date  and  a percentage  analysis  of  it.  It 
applies  only  to  general  city  debt  and  not  to  those  bonds  sold  to 
finance  the  water  supply  unit. 

The  highest  interest  rate  that  any  bond  now  outstanding 
carries  is  4.5  per  dent  and  this  is  paid  on  1932  highway,  school, 
and  sewer  issues.  The  lowest  is  1.75  per  cent  on  a 1935  unem- 
ployment relief  sale.  The  average  of  the  approximately  ninety 
issues  sold  is  3.5  per  cent,  as  we  have  previously  seen,  both 


IT)  City  auditor’s  Report,  p 3 
(2)  Ibid. 
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Table  XXXI 

Schedule  of  Bonds  Cut standing 
September  50,  1940 

Purpose  of  Issue  Amount  % of  Total 


Eridges 

$ 910,000 

00 

1.88 

Harbor  and  Dock 

2, 180, 000 

00 

4.52 

Highways 

8,104,000 

00 

16.81 

Hospital 

370,000 

00 

.76 

Parks  and  Playgrounds 

1,546,000 

00 

3.20 

Police  and  Eire 

940,000 

00 

1.95 

Public  Improvements 

872,000 

00 

1.8 

Schools 

15,622,000 

00 

32.41 

Sewage  Disposal  Plant 

563,000 

00 

1.16 

Sewers 

5,825,000 

00 

12.08 

"./or  Id  ,,ar  Hemorial 

198,000 

00 

.41 

Rehabilitation  for 
Hurricane  damage 

1,400,000 

00 

2.9 

Unemployment  Relief 

8,395,000 

00 

17.41 

Punding  Operating 
deficits 

00 

2.63 

Total-General  Debt 

48,195,000 

00 

100.00 

( 1)  Ibid. , pp  30-33  inclusive 
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the  serial  and  sinking  fund  types  have  been  employed  in  all 
borrowing,  and  the  distribution  between  the  two  is  about  even  if 
the  sinking  fund  water  supply  bonds  are  taken  into  consideration. 
The  oldest  issue  in  the  schedule  is  one  for  city  parks  amounting 
to  $674,000  and  floated  in  May  of  1697  on  a fifty-year  maturity 
basis;  the  most  recent  an  issue  of  $400,000  sold  to  fund  unemploy- 
ment relief  costs  on  September  1,  1940  with  a maturity  term  of 
twenty  years.  The  bonds  for  the  longest  time  outstanding  in  the 
future  extend  to  1973,  the  result  of  a forty-year  issue  sold  in 
1933  for  school  purposes.  All  these  figures  apply  to  bends  out- 
standing in  September  of  last  year;  we  have  seen  that  since  that 
time  funding  of  current  indebtedness  has  been  continued  and  a 
total  of  perhaps  $6,000,000  will  be  so  handled  before  the  middle 
of  the  present  fiscal  period. 

A very  important  factor  in  interpreting  these  debt 
figures  is  their  maturity  schedule^  shown  in  Table  XXXII.  All  in- 
dividual issues  have  been  analysed  and  then  spread  over  the  years 
ahead  as  parts  of -them  mature  annually  or  call  for  sinking  fund 
contributions.  The  tabulation  will  therefore  reflect  the  approx- 
imate amount  that  will  have  to  be  provided  for  in  each  of  these 
years  for  principal  reductions. 

It  is  obvious  that  the  years  just  ahead  are  heavily 
loaded  in  view  of  the  city’s  ability  to  pay.  This  is  the  reason 
for  the  grave  concern  of  many  over  Providence  indebtedness.  T7at- 
urally  additional  indebtedness  may  be  added  over  these  future 
periods  and  this  will  tend  to  keep  a nual  debt  service  charges 
rising  steadily.  Second,  as  long  as  relief  continues  to  be  handled 
as  it  is  at  present  there  is  no  indication  of  a lessening  of  this 
burden,  and  refunding  will  simply  postpone  the  day  of  reckoning. 
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Table  XXXII 


(1) 

Principal  Maturities  in  C-eneral  Debt 

i 

1941  - 1973 


Year 

.amount 

Year 

■amount 

1941 

$2,719,100 

1954 

$1,211,700 

1942 

2,522,700 

1955 

1,124,600 

1943 

2,492,700 

1956 

1,124,600 

1944 

2,492,700 

1957 

1,101,200 

1945 

2, 385, 200 

1958 

958,400 

1946 

2,197,600 

1959 

768,400 

1947 

2,113,400 

1960 

430,000 

1948 

2,039,500 

1961 

360,000 

1949 

1,907,200 

1962 

310,000 

1950 

1,767,200 

1963 

235,000 

1951 

1,647,700 

1964 

235,000 

1952 

1,447,700 

1965 

150,000 

1953 

1,225,100 

1966-1973 

20,000 

(1)  Ibid 
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There  must  be  a firm  and  conscious  curbing  of  the  tendency  of 
future  city  administrations  to  continue  to  raise  money  in  this 

manner . 

Along  with  this  bonded  indebtedness  we  have  seen  that 
the  city  owe s almost  110,000,000  in  addition  on  short-term  notes. 

It  is  estimated  that  since  September  this  has  risen  another  one 
million  dollars.  The  policy  of  financing  relief  by  current  borrow- 
ing accounts  for  nearly  three  million  out  of  the  ten  million 
dollar  total.  Five  and  a quarter  million  was  borrowed  in  this  way 
for  construction  purposes.  The  remainder  was  so  raised  through 
the  sale  of  tax-anticipation  notes,  more  than  half  of  which  are 
held  in  various  city  funds  and  the  rest  by  two  Rhode  Island  banks. 
Table  XXXIII  is  the  summary  of  notes  analysed  bjr  purpose. 

The  debt  problem  has  long  been  a source  of  worry  to  many 
city  officials  and  interested  citizens,  and  this  applies  to  both 
the  funded  and  floating  portions.  Many  solutions  have  been  sought. 
The  proposed  plan  of  the  new  city  administration  in  remedying  this 
condition  is  of  a two-fold  nature:  for  at  least  the  next  five 

years  and  possibly  mere  11,000,000  of  the  general  city  debt  is 
to  be  refunded,  and  in  the  immediate  months  ahead  the  greater  part 
of  the  floating  indebtedness  is  to  be  funded.  This  is  to  be 
attempted  only  because  conditions  call  for  a required  debt  service 
expenditure  of  about  .ir4 ,250  ,000  annually  over  the  next  five  years 
and  revenue  receipts  provide  for  a balance  of  only  13,250,000  from 
which  to  pay  the  amount.  Under  the  contemplated  program  it  is 
hoped  that  in  addition  to  the  funding  and  refunding,  something  more 
than  vl, 000, 000  a year  can  continue  to  be  paid  off  on  the  balance 
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(1) 

Table  22X111 


S unmar y of  Notes  Payable  b:.  Purpose 
September  30,  1940 


Purpose  of  Issue 


amount 


nticipcition  of  taxes 


on struct! on : 


Bridges 

$ 93,150 

07 

Harbor 

10,321 

30 

Highways,  etc. 

1,912,917 

96 

Hospitals 

67  ,052 

57 

Incinerator 

558,025 

75 

Parks  ana  playgrounds 

128,980 

80 

Police  and  fire 

37 ,412 

69 

Public  Improvements: 

City  hall  alterations 

39,900 

00 

Public  comfort  stations 

7,899 

54 

Schools 

453,740 

69 

Sewage  disposal  plant 

256,963 

21 

Sewers 

810,695 

84 

Water  suprly 

895,707 

90 

World  War  memorial 

3,735 

68 

kl, 671, 151  86 


5,276,504  00 


Unemployment  Relief 

E.U.R.  - Act  ofl933 

W.P.A. 


450,000  00 

2,465,000  00  2,915,000  00 

S9  ,862,655  86 


TT)  Ibid. , p 34 
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of  the  debt,  as  is  now  being  done.  A start  toward  better  fiscal 
administration  was  made  by  the  last  city  administration  to  operate 
under  the  old  charter,  but  it  was  only  a start.  It  may  be  that 
the  first  administration  to  take  over  under  the  new  city  charter 
may  chart  a fresh  and  vigorous  course  in  seeking  a solution  to 
this  fundamental  problem,  along  the  lines  here  outlined. 
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Chapter  VIII 
Conclusion 

7/hat  then  is  the  conclusion  we  may  draw  from  all 
the  foregoingS  Is  finance  in  the  city  of  Providence  as  close 
to  the  brink  of  disaster  as  many  would  have  us  believe,  par- 
ticularly many  of  those  who  seek  to  make  political  capital  of 
this  issue?  Is  funding  and  refundin''  of  existing  debt  merely 
putting  off  until  tomorrow  what  should  be  taken  care  of  to- 
day through  immediate  taxation?  Should  the  city  officials 
of  Providence,  acting  with  tv'eir  national  brethren,  feel  that 
because  of  the  defense  boor*  new  is  the  time  to  call  for  greatly 
increased  revenue  receipts'5  ./hat  is  the  position  of  the  city 
itself  in  the  new  defense  economy,  in  the  no st-war  world'5 
7/ill  relief  eventually  be  recognized  as  more  and  more  a prob- 
lem with  which  the  city  cannot  adequately  cope,  even  with  the 
present  aid  given  it  by  state  and  federal  government?  These 
are  some  of  the  questions  that  naturally  arise. 

uq  have  seen  that  the  city  of  Providence  experienced 
most  of  its  financial  difficulties  as  a result  of  the  combina- 
tion of  two  factors:  an  expanding  city  government  that  simply 
grew  too  fast  for  its  own  good,  and  a general  lack  of  planning 
on  a long-term  basis  that  became  disastrous  as  soon  as  its 
financial  structure  was  subjected  to  the  depression  strain  of 
the  1930’s.  This  in  no  way  means  that  the  city  now  approaches 
bankruptev,  or  that  it  has  suffered  more  or  longer  than  most 
other  cities  in  its  class.  Its  bonds  today  carry  a dcuble-A 
rating  by  Poor’s  and  partly  because  of  its  wealth  there  is 
no  serious  questioning  of  their  redemption  value.  Despite  the 
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evidence  that  political  expediency  often  governed  the  formulation 
of  its  debt  program  in  the  past,  t ere  is  every  indication,  now  that 
improvement  has  at  last  been  made  in  t is  resnect  under  the  new 
city  charter. 

7/e  have  seen  that  Providence  is  a relatively  well-to-do 

\ 

city  and  that  much  more  revenue  could  be  raised  than  at  present  if 
extremes  were  to  be  used  in  doing  so.  A favorable  vote  of  the 
state  legislature  for  instance  would  allow  the  city  to  exceed  the 
present  h25y  per  ^1000  tax  rate  maximum  for  any  given  year,  thus 
forcing  an  increased  burden  upon  the  property  taxpayer.  Compared 
to  some  cities,  it  has  just  started  to  tap  the  state  and  federal 
supply  of  funds  that  are  available,  and  with  the  closer  cooperation 
between  city  and  state  that  now  seem  probable  additional  funds 
could  be  received  from  this  source  too.  If  it  could  be  relieved 
cf  its  relief  burdens^  regardless  of  how  this  was  accomplished,  its 
present  revenue  would  be  sufficient  to  enable  it  to  make  a start 
toward  reversing  the  trend  of  its  debt  service  requirements. 

It  is  doubtful  whether  much  can  be  exuected  in  the  wav 

— 

of  lessening  its  revenue  or  capital  expenditures  to  any  appreciable 
extent.  Taturally  there  is  always  room  for  improvement.  In  many 
minor  ways  costs  could  be  cut  and  services  improved  to  make  the  tax- 
payers’ dollar  go  farther,  but  it  is  doubtful  whether  really  sub- 
stantial gains  could  be  made  in  this  way.  Its  garbage  collect 'on 
services  are  woefully  inadequate^  as  an  illustration^  and  from  time 
to  time  it  is  charged  that  snow  removal  costs  are  padded  and  ex- 
penses excessive,  .a  sizable  reduction  in  general  city  costs  defies 
prediction  at  the  moment.  The  present  city  administration  has  thus 
far  given  every  indication  that  it  is  economy -minded  and  the  expense 
figures  it  submitted  for  the  first  two  months  of  this  ^ear  are  re- 


< 
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markablv  low,  but  figures  for  something  more  than  two  months 
ust  be  had  before  a definite  conclusion  can  be  drawn.  Services 
once  rendered  acquire  an  air  of  permanancy  in  a truly  uncanny  way ; 
a political  administration  risks  the  mood-will  of  large  groups  of 
its  supporters  by  curtailing  them,  he  say  expect  that  in  Providence, 
expenditures  for  municipal  services  will  decrease  but  very  little, 
especially  as  business  activity  increases,  and  that  the  problem 
therefore  becomes  once  more  one  of  adequate  revenue  to  pay  for  them 

I 

instead . 

It  is  safe  to  predict  that  the  state  of  Rhode  Island  will 
witness  sometime  in  the  near  future  a thorough-going  re-anal^sis 
of  its  tax  structure.  Basic  modifications  have  already  been  sug- 
gested to  make  its  fiscal  system  more  efficiently  productive  of 
revenue  and  at  the  same  time  more  equitable  in  its  burden  upon 
the  taxpayer.  This  is  going  to  have  its  effect  upon  Rhode  Island 
municipalities.  'Time  alone  will  tell  .just  what  course  these  pro- 
posed modifications  will  take,  but  it  is  possible  that  eventually 
the  income  basis  of  taxation  w ill  be  employed.  If  we  assume  that 
the  state  will  be  able  to  increase  its  receipts  through  a combin- 
ation of  better  business  and  a revision  of  its  tax  laws,  its 
municipalities  will  undoubtedly  share  in  t’  is  good  fortune. 

It  is  now  belatedly,'  recognized  that  municipal  problems 
are  state  problems,  since  the  latter  directly  suffers  if  they 
long  remain  unsolved.  On  this  basis  the  financing  of  relief  would 
be  considered  a problem  in  which  the  state  was  vitally  concerned 
and  hence  might  require  a solution  in  which  the  state  would  play 
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a large  part.  This  is  the  hope  of  Providence  city  officials.  If 
relief  should  be  taken  over  by  the  state,  one  of  the  city’s  most 
vexing  problems  would  be  removed.  The  city  should  then  be  able 
to  bring  its  debt  program  under  control  and  eventually  return  to 
financial  stability.  If  reduction  was  made  in  operating  costs 
and  then  the  debt  service  charges  schedule  was  also  revised,  the 
city  might  draw  near  to  its  goal,  a balanced  budget. 
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